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ITEM 2.02 RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
On February 29, 2008, Nelnet, Inc. (the "Company") issued a press release with respect to its financial results for the quarter and year ended December 31, 2007. A copy of the press release is furnished as Exhibit 99.1 to this report. In addition, a copy of the supplemental financial information for the quarter and year ended December 31, 2007 made available on the Company's website at www.nelnetinvestors.com in connection with the press release, is furnished as Exhibit 99.2 to this report.
On March 4, 2008, the Company hosted a previously announced conference call to discuss its financial results for the quarter and year ended December 31, 2007, and made the call publicly available to listeners by webcast. A copy of the transcript of the conference call is furnished as Exhibit 99.3 to this report.
The above information and Exhibits 99.1, 99.2, and 99.3 shall not be deemed filed for purposes of Section 18 of the Securities Exchange Act of 1934 (the "Exchange Act"), nor shall such information and Exhibits be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act, except as shall be expressly set forth by specific reference in such a filing. In addition, information on the Company's website is not incorporated by reference into this report and should not be considered part of this report.
ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS.
(d) Exhibits. The following exhibits are furnished as part of this report:

  Exhibit
    No.       Description
----------    --------------------------------------------------------------

   99.1       Press Release dated February 29, 2008 - "Nelnet Reports
              Year-End and Fourth-Quarter 2007 Results; Strong Fee-based
              Revenue Growth"

   99.2       Supplemental Financial Information for the Fourth Quarter and
              Year Ended December 31, 2007

   99.3       Transcript of conference call hosted by Nelnet, Inc. on March
              4, 2008.
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Exhibit 99.1
Media contact: Ben Kiser, 402.458.3024
Investor contact: Phil Morgan, 402.458.3038
Nelnet Reports Year-End and Fourth-Quarter 2007 Results; Strong Fee-based Revenue Growth
LINCOLN, Neb., Feb 29, 2007 -- Nelnet, Inc. (NYSE: NNI) today reported GAAP net income for 2007 of $32.9 million, or $0.66 per share, compared with $68.2 million, or $1.27 per share, for 2006. Base net income excluding discontinued operations and legislative and restructuring related charges for 2007 was $85.3 million, or $1.72 per share, compared with $76.1 million, or $1.42 per share, for 2006.
GAAP net income for the fourth-quarter 2007 was $19.0 million, or $0.39 per share, compared with a net loss of $7.3 million, or $0.14 per share, for the fourth-quarter 2006. Base net income excluding discontinued operations and legislative and restructuring related charges for the fourth-quarter 2007 was $16.6 million, or $0.34 per share, compared with $11.6 million, or $0.22 per share, in the fourth-quarter 2006.
"In the last year, we have been successful in reducing our reliance on the net interest margin on student loans as our primary revenue driver because of our diversification into education services," said Mike Dunlap, Chairman and Chief Executive Officer of Nelnet. "As a result, our bottom line performance was strong in 2007 when considering the impact of the new legislation and the ongoing global crisis in the financial markets."
Fee-based Revenue
Fee-based revenue for 2007 and the fourth quarter of 2007 represented 56 percent and 65 percent of Nelnet's total revenue, respectively. This is an increase from 2006 and the fourth quarter of 2006 when fee-based revenue represented 44 percent and 53 percent of total revenue, respectively.
Income from loan and guarantee servicing reached $128.1 million for 2007, up from $121.6 million in 2006. In the fourth quarter of 2007, loan and guarantee servicing income grew to $33.0 million, up from $30.2 million in the fourth quarter of 2006.
Other fee-based income, generated primarily by the Tuition Payment Processing and Campus Commerce and Enrollment Services and List Management operating segments, increased to $160.9 million for 2007, up from $102.3 million in 2006. For the fourth quarter of 2007, other fee-based income increased by $7.7 million, or 21 percent, to $44.6 million.
Student Loan Assets
In 2007, net student loan assets increased by $2.9 billion, or 12 percent, to $26.7 billion at December 31, 2007.

Margin Analysis
Net interest income for 2007 was $244.6 million compared with $308.5 million for 2006. For the fourth quarter of 2007, Nelnet reported net interest income of $44.3 million compared with $63.8 million for the fourth quarter of 2006.
The company reported core student loan spread of 0.93 percent for the fourth quarter of 2007 compared with 1.31 percent in the same period of 2006 and 1.05 percent for the third quarter of 2007.
Operating Expenses
For 2007, the company reported operating expenses of $535.6 million compared with $446.3 million for 2006. Operating expenses were $120.3 million in the fourth quarter of 2007 compared with $137.5 million for the same period a year ago.
Non-GAAP Performance Measures
A description of base net income and a reconciliation of GAAP net income to base net income can be found in supplemental financial information to this earnings release online at http://www.nelnetinvestors.com/releases.cfm?reltype=Financial.
Nelnet will host a conference call to discuss this earnings release at 11:00
a.m. (Eastern) on March 4, 2008. To access the call live, participants in the United States and Canada should dial 877.675.4757 and international callers should dial 719.325.4916 at least 15 minutes prior to the call. A live audio Web cast of the call will also be available at http://www.nelnetinvestors.com under the conference calls and Web casts menu. A replay of the conference call will be available between 2:00 p.m. (Eastern) on March 4, 2008 and 11:59 p.m. (Eastern) March 11, 2008. To access the replay via telephone within the United States and Canada, callers should dial 888.203.1112. International callers should dial
719.457.0820. All callers accessing the replay will need to use the confirmation code 5948742. A replay of the audio Web cast will also be available at http://www.nelnetinvestors.com.

This press release contains forward-looking statements and information that are based on management's current expectations as of the date of this document. When used in this report, the words "anticipate," "believe," "estimate," "intend," and "expect" and similar expressions are intended to identify forward-looking statements. These forward-looking statements are subject to risks, uncertainties, assumptions, and other factors that may cause the actual results to be materially different from those reflected in such forward-looking statements. These factors include, changes in the terms of student loans and the educational credit marketplace arising from the implementation of, or changes in, applicable laws and regulations, which may reduce the volume, average term, and yields on student loans under the Federal Family Education Loan Program (the "FFEL Program" or "FFELP") of the U.S. Department of Education (the "Department") or result in loans being originated or refinanced under non-FFEL programs or may affect the terms upon which banks and others agree to sell FFELP loans to the company. The company could also be affected by changes in the demand for educational financing or in financing preferences of lenders, educational institutions, students, and their families; changes in the general interest rate environment and in the securitization markets for education loans, which may increase the costs or limit the availability of financings necessary to initiate, purchase, or carry education loans; losses from loan defaults; and changes in prepayment rates and credit spreads; and the uncertain nature of the expected benefits from acquisitions and the ability to successfully integrate operations. Additionally, financial projections may not prove to be accurate and may vary materially. The reader should not place undue reliance on forward-looking statements, which speak only as of the date of this press release.
For more information see our filings with the Securities and Exchange Commission, including the risks and uncertainties set forth in Item 1A. "Risk Factors" of the company's Annual Report on Form 10-K for the year ended December 31, 2007.
The company is not obligated to publicly release any revisions to forward-looking statements to reflect events after the date of this press release or unforeseen events. Although the company may from time to time voluntarily update its prior forward-looking statements, it disclaims any commitment to do so except as required by securities laws.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

                                                                  THREE MONTHS ENDED                      YEAR ENDED
                                                      -------------------------------------------  --------------------------
                                                      DECEMBER 31,   SEPTEMBER 30,   DECEMBER 31,  DECEMBER 31,   DECEMBER 31,
                                                          2007           2007           2006           2007          2006
                                                      -------------  -------------   ------------  -------------  -----------
                                                       (UNAUDITED)    (UNAUDITED)     (UNAUDITED)
                                                                        (DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)
Interest income:
    Loan interest                                     $    437,128        460,103        410,015      1,755,064    1,543,108
    Variable-rate floor income                               2,416            597              -          3,013            -
    Amortization of loan premiums and deferred
        origination costs                                  (23,878)       (23,449)       (22,838)       (91,020)     (87,393)
    Investment interest                                     18,988         21,023         24,254         80,219       93,918
                                                      -------------  -------------   ------------  -------------  -----------
       Total interest income                               434,654        458,274        411,431      1,747,276    1,549,633

Interest expense:
    Interest on bonds and notes payable                    390,399        393,875        347,615      1,502,662    1,241,174
                                                      -------------  -------------   ------------  -------------  -----------

       Net interest income                                  44,255         64,399         63,816        244,614      308,459
Less provision for loan losses                               4,550         18,340          1,800         28,178       15,308
                                                      -------------  -------------   ------------  -------------  -----------
       Net interest income after provision
              for loan losses                               39,705         46,059         62,016        216,436      293,151
                                                      -------------  -------------   ------------  -------------  -----------
Other income:
    Loan and guaranty servicing income                      32,953         33,040         30,165        128,069      121,593
    Other fee-based income                                  44,572         38,025         36,868        160,888      102,318
    Software services income                                 5,647          5,426          4,064         22,669       15,890
    Other income                                             1,873          7,520          4,894         19,209       23,365
    Derivative market value, foreign currency,
              and put option adjustments                    14,940         18,449        (19,510)        26,806      (31,075)
    Derivative settlements, net                             11,577         (2,336)         7,013         18,677       23,432
                                                      -------------  -------------   ------------  -------------  -----------
       Total other income                                  111,562        100,124         63,494        376,318      255,523
                                                      -------------  -------------   ------------  -------------  -----------
Operating expenses:
    Salaries and benefits                                   54,621         60,545         53,290        236,631      214,676
    Other expenses                                          59,256         52,511         54,945        219,048      185,053
    Amortization of intangible assets                        6,412         10,885          7,758         30,426       25,062
    Impairment expense                                           -         49,504         21,488         49,504       21,488
                                                      -------------  -------------   ------------  -------------  -----------
       Total operating expenses                            120,289        173,445        137,481        535,609      446,279
                                                      -------------  -------------   ------------  -------------  -----------
       Income (loss) before income taxes and
              minority interest                             30,978        (27,262)       (11,971)        57,145      102,395

Income tax expense (benefit)                                11,810        (10,664)        (6,099)        21,716       36,237
                                                      -------------  -------------   ------------  -------------  -----------
       Income (loss) before minority interest               19,168        (16,598)        (5,872)        35,429       66,158

Minority interest in subsidiary income                           -              -              -              -         (242)
                                                      -------------  -------------   ------------  -------------  -----------
       Income (loss) from continuing operations             19,168        (16,598)        (5,872)        35,429       65,916

Income (loss) from discontinued operations, net of tax        (159)           909         (1,438)        (2,575)       2,239
                                                      -------------  -------------   ------------  -------------  -----------

       Net income (loss)                              $     19,009        (15,689)        (7,310)        32,854       68,155
                                                      =============  =============   ============  =============  ===========
Earnings (loss) per share, basic and diluted:
       Income (loss) from continuing operations       $       0.39          (0.34)         (0.11)          0.71         1.23
       Income (loss) from discontinued operations,
              net of tax                                         -           0.02          (0.03)         (0.05)        0.04
                                                      -------------  -------------   ------------  -------------  -----------
       Net income (loss)                              $       0.39          (0.32)         (0.14)          0.66         1.27
                                                      =============  =============   ============  =============  ===========
Weighted average shares outstanding                     49,047,048     49,018,091     52,506,936     49,618,107   53,593,056


CONDENSED CONSOLIDATED BALANCE SHEETS AND FINANCIAL DATA

                                                       AS OF            AS OF          AS OF
                                                   DECEMBER 31,     SEPTEMBER 30,   DECEMBER 31,
                                                       2007             2007           2006
                                                  --------------    -------------   ------------
                                                                      (UNAUDITED)
                                                                (DOLLARS IN THOUSANDS)
Assets:
    Student loans receivable, net                  $ 26,736,122       26,596,123     23,789,552
    Cash, cash equivalents, and investments           1,120,838        1,451,772      1,773,751
    Goodwill                                            164,695          164,695        191,420
    Intangible assets, net                              112,830          119,242        161,588
    Other assets                                      1,028,298        1,010,632        880,562
                                                  --------------    -------------   ------------
       Total assets                                $ 29,162,783       29,342,464     26,796,873
                                                  ==============    =============   ============

Liabilities:
    Bonds and notes payable                        $ 28,115,829       28,234,147     25,562,119
    Other liabilities                                   438,075          516,424        562,904
                                                  --------------    -------------   ------------
      Total liabilities                              28,553,904       28,750,571     26,125,023
                                                  --------------    -------------   ------------

Shareholders' equity                                    608,879          591,893        671,850
                                                  --------------    -------------   ------------

      Total liabilities and shareholders' equity   $ 29,162,783       29,342,464     26,796,873
                                                  ==============    =============   ============


Return on average total assets                            0.12%            0.07%          0.27%
Return on average equity                                  5.33%            2.99%          9.64%
Shareholders' equity to total assets                      2.09%            2.02%          2.51%


Exhibit 99.2
FOR RELEASE: 2/29/2008
MEDIA CONTACT: Ben Kiser, 402.458.3024
 INVESTOR CONTACT: Phil Morgan, 402.458.3038
NELNET, INC. SUPPLEMENTAL FINANCIAL INFORMATION FOR THE FOURTH QUARTER 2007
The following supplemental information should be read in connection with the fourth quarter 2007 earnings press release of Nelnet, Inc. (the "Company"), dated February 29, 2008.
Information contained in this earnings supplement, other than historical information, may be considered forward-looking in nature and is subject to various risks, uncertainties, and assumptions. Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those anticipated, estimated, or expected. Among the key factors that may have a direct bearing on the Company's operating results, performance, or financial condition expressed or implied by the forward-looking statements are the uncertain nature of the estimated expenses that may be incurred and cost savings that may result from the Company's strategic initiatives, changes in terms of student loans and the educational credit marketplace, changes in legislation impacting the student loan market, changes in the demand for educational financing or in financing preferences of educational institutions, students and their families, or changes in the general interest rate environment and in the securitization markets for education loans. Certain prior year amounts have been reclassified to conform to the current period presentation. For more information see our filings with the Securities and Exchange Commission.
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

                                                                  THREE MONTHS ENDED                      YEAR ENDED
                                                      -------------------------------------------  --------------------------
                                                      DECEMBER 31,   SEPTEMBER 30,   DECEMBER 31,  DECEMBER 31,   DECEMBER 31,
                                                          2007           2007           2006           2007          2006
                                                      -------------  -------------   ------------  -------------  -----------
                                                       (UNAUDITED)    (UNAUDITED)     (UNAUDITED)
                                                                        (DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)
Interest income:
    Loan interest                                     $    437,128        460,103        410,015      1,755,064    1,543,108
    Variable-rate floor income                               2,416            597              -          3,013            -
    Amortization of loan premiums and deferred
        origination costs                                  (23,878)       (23,449)       (22,838)       (91,020)     (87,393)
    Investment interest                                     18,988         21,023         24,254         80,219       93,918
                                                      -------------  -------------   ------------  -------------  -----------
       Total interest income                               434,654        458,274        411,431      1,747,276    1,549,633

Interest expense:
    Interest on bonds and notes payable                    390,399        393,875        347,615      1,502,662    1,241,174
                                                      -------------  -------------   ------------  -------------  -----------

       Net interest income                                  44,255         64,399         63,816        244,614      308,459
Less provision for loan losses                               4,550         18,340          1,800         28,178       15,308
                                                      -------------  -------------   ------------  -------------  -----------
       Net interest income after provision
              for loan losses                               39,705         46,059         62,016        216,436      293,151
                                                      -------------  -------------   ------------  -------------  -----------
Other income:
    Loan and guaranty servicing income                      32,953         33,040         30,165        128,069      121,593
    Other fee-based income                                  44,572         38,025         36,868        160,888      102,318
    Software services income                                 5,647          5,426          4,064         22,669       15,890
    Other income                                             1,873          7,520          4,894         19,209       23,365
    Derivative market value, foreign currency,
              and put option adjustments                    14,940         18,449        (19,510)        26,806      (31,075)
    Derivative settlements, net                             11,577         (2,336)         7,013         18,677       23,432
                                                      -------------  -------------   ------------  -------------  -----------
       Total other income                                  111,562        100,124         63,494        376,318      255,523
                                                      -------------  -------------   ------------  -------------  -----------
Operating expenses:
    Salaries and benefits                                   54,621         60,545         53,290        236,631      214,676
    Other expenses                                          59,256         52,511         54,945        219,048      185,053
    Amortization of intangible assets                        6,412         10,885          7,758         30,426       25,062
    Impairment expense                                           -         49,504         21,488         49,504       21,488
                                                      -------------  -------------   ------------  -------------  -----------
       Total operating expenses                            120,289        173,445        137,481        535,609      446,279
                                                      -------------  -------------   ------------  -------------  -----------
       Income (loss) before income taxes and
              minority interest                             30,978        (27,262)       (11,971)        57,145      102,395

Income tax expense (benefit)                                11,810        (10,664)        (6,099)        21,716       36,237
                                                      -------------  -------------   ------------  -------------  -----------
       Income (loss) before minority interest               19,168        (16,598)        (5,872)        35,429       66,158

Minority interest in subsidiary income                           -              -              -              -         (242)
                                                      -------------  -------------   ------------  -------------  -----------
       Income (loss) from continuing operations             19,168        (16,598)        (5,872)        35,429       65,916

Income (loss) from discontinued operations, net of tax        (159)           909         (1,438)        (2,575)       2,239
                                                      -------------  -------------   ------------  -------------  -----------

       Net income (loss)                              $     19,009        (15,689)        (7,310)        32,854       68,155
                                                      =============  =============   ============  =============  ===========
Earnings (loss) per share, basic and diluted:
       Income (loss) from continuing operations       $       0.39          (0.34)         (0.11)          0.71         1.23
       Income (loss) from discontinued operations,
              net of tax                                         -           0.02          (0.03)         (0.05)        0.04
                                                      -------------  -------------   ------------  -------------  -----------
       Net income (loss)                              $       0.39          (0.32)         (0.14)          0.66         1.27
                                                      =============  =============   ============  =============  ===========
Weighted average shares outstanding                     49,047,048     49,018,091     52,506,936     49,618,107   53,593,056
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CONDENSED CONSOLIDATED BALANCE SHEETS AND FINANCIAL DATA

                                                       AS OF            AS OF           AS OF
                                                   DECEMBER 31,     SEPTEMBER 30,   DECEMBER 31,
                                                       2007             2007           2006
                                                  --------------    -------------   ------------
                                                                      (UNAUDITED)
                                                                (DOLLARS IN THOUSANDS)
Assets:
    Student loans receivable, net                  $ 26,736,122       26,596,123     23,789,552
    Cash, cash equivalents, and investments           1,120,838        1,451,772      1,773,751
    Goodwill                                            164,695          164,695        191,420
    Intangible assets, net                              112,830          119,242        161,588
    Other assets                                      1,028,298        1,010,632        880,562
                                                  --------------    -------------   ------------
       Total assets                                $ 29,162,783       29,342,464     26,796,873
                                                  ==============    =============   ============

Liabilities:
    Bonds and notes payable                        $ 28,115,829       28,234,147     25,562,119
    Other liabilities                                   438,075          516,424        562,904
                                                  --------------    -------------   ------------
      Total liabilities                              28,553,904       28,750,571     26,125,023
                                                  --------------    -------------   ------------

Shareholders' equity                                    608,879          591,893        671,850
                                                  --------------    -------------   ------------

      Total liabilities and shareholders' equity   $ 29,162,783       29,342,464     26,796,873
                                                  ==============    =============   ============


Return on average total assets                            0.12%            0.07%          0.27%
Return on average equity                                  5.33%            2.99%          9.64%
Shareholders' equity to total assets                      2.09%            2.02%          2.51%
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LEGISLATIVE DEVELOPMENTS
On September 27, 2007, the President signed into law the College Cost Reduction and Access Act of 2007 (the "College Cost Reduction Act"). This legislation contains provisions with significant implications for participants in the Federal Family Education Loan Program ("FFEL Program" or "FFELP"), including cutting funding to the FFEL Program by $20 billion over a five year period as estimated by the Congressional Budget Office. Among other things, the Act:
o Reduced special allowance payments to for-profit lenders and not-for-profit lenders by 0.55 percentage points and 0.40 percentage points, respectively, for both Stafford and Consolidation Loans disbursed on or after October 1, 2007;
o Reduced special allowance payments to for-profit lenders and not-for-profit lenders by 0.85 percentage points and 0.70 percentage points, respectively, for PLUS loans disbursed on or after October 1, 2007;
o Increased origination fees paid by lenders on all FFELP loan types, from 0.5 percent to 1.0 percent, for all loans first disbursed on or after October 1, 2007;
o Eliminated all provisions relating to Exceptional Performer status, and the monetary benefit associated with it, effective October 1, 2007; and
o Reduces default insurance to 95 percent of the unpaid principal of such loans, for loans first disbursed on or after October 1, 2012.
As a result of this legislation, management expects the annual yield on FFELP loans to decrease by approximately 70 to 80 basis points on student loans originated after October 1, 2007.
Upon passage of the College Cost Reduction Act, management evaluated the carrying amount of goodwill and certain intangible assets. Based on the legislative changes and the student loan business model modifications the Company implemented as a result of the legislative changes (see "Restructuring Plans - Legislative Changes" below), the Company recorded an impairment charge of $39.4 million ($24.5 million after tax) during the third quarter of 2007. This charge is included in "impairment expense" on the Company's consolidated statements of operations.
During the third quarter of 2007, the Company also recorded an expense of $15.7 million ($9.7 million after tax) to increase the Company's allowance for loan losses related to the increase in risk share as a result of the elimination of the Exceptional Performer program.
RESTRUCTURING PLANS
LEGISLATIVE IMPACT
On September 6, 2007, the Company announced a strategic initiative to create efficiencies and lower costs in advance of the anticipated passage of federal legislation impacting the student loan programs in which the Company participates.
4

In anticipation of the federally driven cuts to the student loan programs, management initiated a variety of strategies to modify the Company's student loan business model, including lowering the cost of student loan acquisition, creating efficiencies in its asset generation business, and decreasing operating expenses through a reduction in workforce and realignment of operating facilities. These strategies resulted in the net reduction of approximately 400 positions in the Company's overall workforce, including the elimination of approximately 500 positions and the creation of approximately 100 positions at the Company's larger facilities. In addition, the Company simplified its operating structure to leverage its larger facilities and technology by closing five small origination offices and downsizing its presence in Indianapolis. Implementation of the plan began immediately and was substantially completed during the fourth quarter of 2007. The Company estimates these restructuring activities will result in expense savings of as much as $25 million (before tax) annually beginning in 2008.
The charges to earnings associated with these strategic decisions were fully recognized during 2007 and totaled $20.3 million ($12.6 million after tax), consisting of $6.3 million ($3.9 million after tax) in severance costs, $3.9 million ($2.5 million after tax) in contract termination costs, and $10.1 million ($6.2 million after tax) in non-cash charges primarily related to the impairment of property and equipment.
During the three month periods ended September 30, 2007 and December 31, 2007, the Company recorded restructuring charges of $15.0 million ($9.3 million after tax) and $5.3 million ($3.3 million after tax), respectively. Selected information relating to the restructuring charge follows:

                                                    EMPLOYEE                      WRITE-DOWN
                                                   TERMINATION       LEASE        OF PROPERTY
                                                     BENEFITS     TERMINATIONS   AND EQUIPMENT     TOTAL
                                                  -------------   -------------  -------------  -----------
                                                                   (DOLLARS IN THOUSANDS)
Restructuring costs recognized during the three
  month period ended September 30, 2007            $     4,788 (a)        168 (b)    10,060 (c)     15,016

Write-down of assets to net realizable value                 -              -       (10,060)       (10,060)

Cash payments                                           (2,542)             -             -         (2,542)
                                                  -------------   ------------    -----------    -----------

Restructuring accrual as of September 30, 2007           2,246            168             -          2,414

Restructuring costs recognized during the three
  month period ended December 31, 2007                   1,527 (a)      3,748 (b)         -          5,275

Adjustment from initial estimate of charges               (134)           (16)            -           (150)

Cash payments                                           (2,446)          (218)            -         (2,664)
                                                  -------------   ------------    -----------    -----------
Restructuring accrual as of December 31, 2007     $      1,193          3,682             -          4,875
                                                  =============   ============    ===========    ===========

(a) Employee termination benefits are included in "salaries and benefits" on the consolidated statements of operations.
(b) Lease termination costs are included in "other expenses" on the consolidated statements of operations.
(c) Costs related to the write-down of property and equipment are included in "impairment expense" on the consolidated statements of operations.
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Selected information relating to the restructuring charge by operating segment and Corporate Activity and Overhead follows:

                                       RESTRUCTURING COSTS
                                        RECOGNIZED DURING
                                         THE THREE MONTH     WRITE-DOWN OF                      RESTRUCTURING
                                          PERIOD ENDED       ASSETS TO NET                      ACCRUAL AS OF
         OPERATING SEGMENT             SEPTEMBER 30, 2007   REALIZABLE VALUE   CASH PAYMENTS  SEPTEMBER 30, 2007
-------------------------------------- -----------------    ----------------  --------------  ------------------
                                                                  (DOLLARS IN THOUSANDS)

Asset Generation and Management          $      2,169                 (248)         (1,428)                 493

Student Loan and Guaranty Servicing             1,231                    -            (389)                 842

Tuition Payment Processing and
  Campus Commerce                                   -                    -               -                    -

Enrollment Services and List
  Management                                      737                    -            (509)                 228

Software and Technical Services                    58                    -               -                   58

Corporate Activity and Overhead                10,821               (9,812)           (216)                 793
                                       -----------------    ----------------  --------------  ------------------
                                         $     15,016              (10,060)         (2,542)               2,414
                                       =================    ================  ==============  ==================


                                                          RESTRUCTURING COSTS
                                                           RECOGNIZED DURING
                                        RESTRUCTURING       THE THREE MONTH        ADJUSTMENT                       RESTRUCTURING
                                        ACCRUAL AS OF         PERIOD ENDED        FROM INITIAL                       ACCRUAL AS OF
            OPERATING SEGMENT         SEPTEMBER 30, 2007   DECEMBER 31, 2007   ESTIMATE OF CHARGES  CASH PAYMENTS  DECEMBER 31, 2007
------------------------------------  ------------------   -----------------   ------------------   -------------  -----------------
                                                                           (DOLLARS IN THOUSANDS)

Asset Generation and Management        $        493                  485                (25)              (575)            378

Student Loan and Guaranty Servicing             842                  609                (95)              (887)            469

Tuition Payment Processing and
  Campus Commerce                                 -                    -                  -                  -               -

Enrollment Services and List
  Management                                    228                  192                  -               (339)             81

Software and Technical Services                  58                    -                  -                (58)              -

Corporate Activity and Overhead                 793                3,989                (30)              (805)          3,947
                                      -----------------    -----------------   ------------------   -------------- -----------------
                                      $       2,414                5,275               (150)            (2,664)          4,875
                                      =================    =================   ==================   ============== =================
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CAPITAL MARKETS IMPACT
The Company has significant financing needs that it meets through the capital markets, including the debt and secondary markets. Since August 2007, these markets have experienced unprecedented disruptions, which are having an adverse impact on the Company's earnings and financial condition. On January 23, 2008, the Company announced a plan to further reduce operating expenses related to its student loan origination and related businesses as a result of the ongoing disruption in the credit markets. Since the Company cannot determine nor control the length of time or extent to which the capital markets remain disrupted, it will reduce its direct and indirect costs related to its asset generation activities and be more selective in pursuing origination activity, in both the school and direct to consumer channels, in both private loans and FFELP loans. Accordingly, the Company has suspended Consolidation student loan originations and will continue to review the viability of continuing to originate and acquire student loans through its various channels. As a result of these items, the Company will experience a decrease in origination volume compared to historical periods.
Management has developed a restructuring plan related to its asset generation and supporting businesses which reduces marketing, sales, service, and related support costs through a reduction in workforce of approximately 300 positions and realignment of certain operating facilities. Subject to completion of the necessary legal notices and requirements, implementation of the plan will begin immediately and is expected to be substantially complete during the second quarter of 2008.
The Company estimates that the total after-tax charge to earnings in 2008 associated with this restructuring plan will be approximately $17 million, consisting of approximately $4 million in severance costs, up to $2 million in contract termination costs, and approximately $11 million in non-cash charges related to the impairment of property and equipment, intangible assets, and goodwill.
As a result of this restructuring plan, the Company expects to reduce operating expenses by $15 million to $20 million (before tax) annually.
DISCONTINUED OPERATIONS
On May 25, 2007, the Company sold EDULINX Canada Corporation ("EDULINX"), a Canadian student loan service provider and subsidiary of the Company. As a result of this transaction, the results of operations for EDULINX are reported as discontinued operations in the accompanying consolidated statements of operations for all periods presented. The components of the income (loss) from discontinued operations are presented below:
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                                                             THREE MONTHS ENDED                        YEAR ENDED
                                                    ------------------------------------------ ----------------------------
                                                    DECEMBER 31,   SEPTEMBER 30,  DECEMBER 31,  DECEMBER 31,   DECEMBER 31,
                                                        2007          2007           2006          2007           2006
                                                    -------------  ------------  ------------- -------------  -------------
                                                                             (DOLLARS IN THOUSANDS)

Operating income (loss) of discontinued operations,
  net of tax                                           $       -             -         (1,438)        5,716          2,239
Gain (loss) on disposal, net of tax                         (159)          909              -        (8,291)             -
                                                    -------------  ------------  ------------- -------------  -------------
Income (loss) from discontinued operations,
net of tax                                             $    (159)          909         (1,438)       (2,575)         2,239
                                                    =============  ============  ============= =============  =============

The following operations related to EDULINX have been segregated from continuing
operations and reported as discontinued operations through the date of
disposition.

                                                 THREE MONTHS ENDED                         YEAR ENDED
                                         ------------------------------------------  ---------------------------
                                         DECEMBER 31,  SEPTEMBER 30,  DECEMBER 31,   DECEMBER 31,  DECEMBER 31,
                                             2007          2007           2006           2007          2006
                                         -------------  ------------  -------------  ------------- -------------
                                                                   (DOLLARS IN THOUSANDS)

Net interest income                    $            -             -             56            124           232
Other income                                        -             -         20,776         31,511        68,966
Operating expenses                                  -             -        (12,559)       (22,357)      (55,122)
Impairment expense                                  -             -         (9,602)             -        (9,602)
                                         -------------  ------------  -------------  ------------- -------------
Income (loss) before income taxes                   -             -         (1,329)         9,278         4,474
Income tax expense                                  -             -            109          3,562         2,235
                                         -------------  ------------  -------------  ------------- -------------

Operating income (loss) of discontinued
   operations, net of tax              $            -             -         (1,438)         5,716         2,239
                                         =============  ============  =============  ============= =============

NON-GAAP PERFORMANCE MEASURES
In accordance with the rules and regulations of the Securities and Exchange Commission ("SEC"), the Company prepares financial statements in accordance with generally accepted accounting principles ("GAAP"). In addition to evaluating the Company's GAAP-based financial information, management also evaluates the Company on a non-GAAP performance measure referred to as base net income. While base net income is not a substitute for reported results under GAAP, the Company provides base net income as additional information regarding its financial results.
Base net income is the primary financial performance measure used by management to develop financial plans, allocate resources, track results, evaluate performance, establish corporate performance targets, and determine incentive compensation. The Company's board of directors utilizes base net income to set performance targets and evaluate management's performance. The Company also believes analysts, rating agencies, and creditors use base net income in their evaluation of the Company's results of operations. While base net income is not a substitute for reported results under GAAP, the Company utilizes base net income in operating its business because base net income permits management to make meaningful period-to-period comparisons by eliminating the temporary volatility in the Company's performance that arises from certain items that are primarily affected by factors beyond the control of management. Management believes base net income provides additional insight into the financial performance of the core business activities of the Company's operations.
8

The following table provides a reconciliation of GAAP net income (loss) to base and adjusted base net income (loss).

                                                               THREE MONTHS ENDED                        YEAR ENDED
                                                    -------------------------------------------  ---------------------------
                                                    DECEMBER 31,   SEPTEMBER 30,  DECEMBER 31,   DECEMBER 31,  DECEMBER 31,
                                                        2007           2007           2006           2007          2006
                                                    -------------  -------------  -------------  ------------- -------------
                                                                    (DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)
GAAP net income (loss)                               $    19,009        (15,689)        (7,310)        32,854        68,155
Base adjustments:
    Derivative market value, foreign currency,
      and put option adjustments                         (14,940)       (18,449)        19,510        (26,806)       31,075
    Amortization of intangible assets                      6,412         10,885          7,758         30,426        25,062
    Compensation related to business combinations            655            503            476          2,111         1,747
    Variable-rate floor income                            (2,416)          (597)             -         (3,013)            -
                                                    -------------  -------------  -------------  ------------- -------------
Total base adjustments before income taxes               (10,289)        (7,658)        27,744          2,718        57,884
Net tax effect (a)                                         4,474          2,971        (10,231)           346       (20,233)
                                                    -------------  -------------  -------------  ------------- -------------
 Total base adjustments                                   (5,815)        (4,687)        17,513          3,064        37,651
                                                    -------------  -------------  -------------  ------------- -------------
      Base net income (loss)                              13,194        (20,376)        10,203         35,918       105,806
Discontinued operations                                      159           (909)         1,438          2,575        (2,239)
                                                    -------------  -------------  -------------  ------------- -------------
     Base net income (loss), excluding discontinued
      operations                                          13,353        (21,285)        11,641         38,493       103,567

Adjustments to base net income (loss):
    Special allowance yield adjustment (b)                     -              -              -              -       (24,460)
    Derivative settlements, net                                -              -              -              -       (19,794)
                                                    -------------  -------------  -------------  ------------- -------------
Total adjustments to base net income (loss)
      before income taxes                                      -              -              -              -       (44,254)
Net tax effect (a)                                             -              -              -              -        16,817
                                                    -------------  -------------  -------------  ------------- -------------
Total adjustments to base net income (loss)                    -              -              -              -       (27,437)
                                                    -------------  -------------  -------------  ------------- -------------
    Adjusted base net income (loss),
      excluding discontinued operations              $    13,353        (21,285)        11,641         38,493        76,130
                                                    =============  =============  =============  ============= =============
EARNINGS (LOSS) PER SHARE, BASIC AND DILUTED:
    GAAP net income (loss)                           $      0.39          (0.32)         (0.14)          0.66          1.27
    Total base adjustments                                 (0.12)         (0.10)          0.33           0.06          0.70
                                                    -------------  -------------  -------------  ------------- -------------
         Base net income (loss)                             0.27          (0.42)          0.19           0.72          1.97
Discontinued operations                                        -          (0.02)          0.03           0.06         (0.04)
                                                    -------------  -------------  -------------  ------------- -------------
     Base net income (loss), excluding
      discontinued operations                               0.27          (0.44)          0.22           0.78          1.93

    Total adjustments to base net income (loss)                -              -              -              -         (0.51)
                                                    -------------  -------------  -------------  ------------- -------------
      Adjusted base net income (loss),
          excluding discontinued operations          $      0.27          (0.44)          0.22           0.78          1.42
                                                    =============  =============  =============  ============= =============

(a) Tax effect computed at 38%. The change in the value of the put options are not tax effected as this is not deductible for income tax purposes.
(b) On January 19, 2007, the Company entered into a Settlement Agreement (the "Agreement") with the Department of Education (the "Department") to resolve the audit by the Department's Office of Inspector General (the "OIG") of the Company's portfolio of student loans receiving 9.5% special allowance payments. Under the terms of the Agreement, all 9.5% special allowance payments were eliminated for periods on and after July 1, 2006. The Company had been deferring recognition of 9.5% special allowance payments related to those loans subject to the OIG audit effective July 1, 2006 pending satisfactory resolution of this issue.
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LIMITATIONS OF BASE NET INCOME
While GAAP provides a uniform, comprehensive basis of accounting, for the reasons discussed above, management believes base net income is an important additional tool for providing a more complete understanding of the Company's results of operations. Nevertheless, base net income is subject to certain general and specific limitations that investors should carefully consider. For example, unlike financial statements prepared in accordance with GAAP, the Company's base net income presentation does not represent a comprehensive basis of accounting. In addition, the Company's base net income is not a defined term within GAAP and may not be comparable to similarly titled measures reported by other companies. Investors, therefore, may not be able to compare the Company's performance with that of other companies based upon base net income. Base net income results are only meant to supplement GAAP results by providing additional information regarding the operational and performance indicators that are most closely monitored and used by the Company's management and board of directors to assess performance and information which the Company believes is important to analysts, rating agencies, and creditors.
Other limitations of base net income arise from the specific adjustments that management makes to GAAP results to derive base net income results. These differences are described below.
DIFFERENCES BETWEEN GAAP AND BASE NET INCOME
Management's financial planning and evaluation of operating results does not take into account the following items because their volatility and/or inherent uncertainty affect the period-to-period comparability of the Company's results of operations. A more detailed discussion of the differences between GAAP and base net income follows.
DERIVATIVE MARKET VALUE, FOREIGN CURRENCY, AND PUT OPTION ADJUSTMENTS: Base net income excludes the periodic unrealized gains and losses that are caused by the change in fair value on derivatives in which the Company does not qualify for "hedge treatment" under GAAP. Statement of Financial Accounting Standards No.
133, ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES ("SFAS No. 133"), requires that changes in fair value of derivative instruments be recognized currently in earnings unless specific hedge accounting criteria, as specified by SFAS No. 133, are met. The Company maintains an overall interest rate risk management strategy that incorporates the use of derivative instruments to reduce the economic effect of interest rate volatility. Derivative instruments primarily used by the Company include interest rate swaps, basis swaps, interest rate floor contracts, and cross-currency interest rate swaps. Management has structured all of the Company's derivative transactions with the intent that each is economically effective. However, the Company does not qualify its derivatives for "hedge treatment" as defined by SFAS No. 133, and the stand-alone derivative must be marked-to-market in the income statement with no consideration for the corresponding change in fair value of the hedged item. The Company believes these point-in-time estimates of asset and liability values associated with its derivatives that are subject to interest rate fluctuations make it difficult to evaluate the ongoing results of operations against its business plan and affect the period-to-period comparability of the results of operations. Included in base net income are the economic effects of the Company's derivative instruments, which includes any cash paid or received being recognized as an expense or revenue upon actual derivative settlements. These settlements are included in "Derivative settlements, net" on the Company's consolidated statements of operations.
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Base net income excludes the foreign currency transaction gains or losses caused by the re-measurement of the Company's Euro-denominated bonds to U.S. dollars. In connection with the issuance of the Euro-denominated bonds, the Company has entered into cross-currency interest rate swaps. Under the terms of these agreements, the principal payments on the Euro-denominated notes will effectively be paid at the exchange rate in effect at the issuance date of the bonds. The cross-currency interest rate swaps also convert the floating rate paid on the Euro-denominated bonds' (EURIBOR index) to an index based on LIBOR. Included in base net income are the economic effects of any cash paid or received being recognized as an expense or revenue upon actual settlements of the cross-currency interest rate swaps. These settlements are included in "Derivative settlements, net" on the Company's consolidated statements of operations. However, the gains or losses caused by the re-measurement of the Euro-denominated bonds to U.S. dollars and the change in market value of the cross-currency interest rate swaps are excluded from base net income as the Company believes the point-in-time estimates of value that are subject to currency rate fluctuations related to these financial instruments make it difficult to evaluate the ongoing results of operations against the Company's business plan and affect the period-to-period comparability of the results of operations. The re-measurement of the Euro-denominated bonds correlates with the change in fair value of the cross-currency interest rate swaps. However, the Company will experience unrealized gains or losses related to the cross-currency interest rate swaps if the two underlying indices (and related forward curve) do not move in parallel.
Base net income also excludes the change in fair value of put options issued by the Company for certain business acquisitions. The put options are valued by the Company each reporting period using a Black-Scholes pricing model. Therefore, the fair value of these options is primarily affected by the strike price and term of the underlying option, the Company's current stock price, and the dividend yield and volatility of the Company's stock. The Company believes these point-in-time estimates of value that are subject to fluctuations make it difficult to evaluate the ongoing results of operations against the Company's business plans and affects the period-to-period comparability of the results of operations.
The gains and/or losses included in "Derivative market value, foreign currency, and put option adjustments" on the Company's consolidated statements of operations are primarily caused by interest rate and currency volatility, changes in the value of put options based on the inputs used in the Black-Scholes pricing model, as well as the volume and terms of put options and of derivatives not receiving hedge treatment. Base net income excludes these unrealized gains and losses and isolates the effect of interest rate, currency, and put option volatility on the fair value of such instruments during the period. Under GAAP, the effects of these factors on the fair value of the put options and the derivative instruments (but not the underlying hedged item) tend to show more volatility in the short term.
AMORTIZATION OF INTANGIBLE ASSETS: Base net income excludes the amortization of acquired intangibles, which arises primarily from the acquisition of definite life intangible assets in connection with the Company's acquisitions, since the Company feels that such charges do not drive the Company's operating performance on a long-term basis and can affect the period-to-period comparability of the results of operations.
COMPENSATION RELATED TO BUSINESS COMBINATIONS: The Company has structured certain business combinations in which consideration paid has been dependent on the sellers' continued employment with the Company. As such, the value of the consideration paid is recognized as compensation expense by the Company over the term of the applicable employment agreement. Base net income excludes this expense because the Company believes such charges do not drive its operating performance on a long-term basis and can affect the period-to-period comparability of the results of operations. If the Company did not enter into the employment agreements in connection with the acquisition, the amount paid to these former shareholders of the acquired entity would have been recorded by the Company as additional consideration of the acquired entity, thus, not having an effect on the Company's results of operations.
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VARIABLE-RATE FLOOR INCOME: Loans that reset annually on July 1 can generate excess spread income compared with the rate based on the special allowance payment formula in declining interest rate environments. The Company refers to this additional income as variable-rate floor income. The Company excludes variable-rate floor income from its base net income since its timing and amount (if any) is uncertain, it has been eliminated by legislation for all loans originated on and after April 1, 2006, and it is in excess of expected spreads. In addition, because variable-rate floor income is subject to the underlying rate for the subject loans being reset annually on July 1, it is a factor beyond the Company's control which can affect the period-to-period comparability of results of operations.
Variable-rate floor income is calculated by the Company on a statutory basis. As a result of the disruptions in the debt and secondary capital markets beginning in August 2007, the benefit of variable-rate floor income has not been realized by the Company due to the widening of the spread between short term interest rate indices and the Company's actual cost of funds. The Company entered into interest rate swaps with effective dates beginning in January 2008 to hedge a portion of the variable-rate floor income. Settlements on these derivatives will be presented as part of the Company's statutory calculation of variable-rate floor income.
DISCONTINUED OPERATIONS: In May 2007, the Company sold EDULINX. As a result of this transaction, the results of operations for EDULINX are reported as discontinued operations for all periods presented. The Company presents base net income excluding discontinued operations since the operations and cash flows of EDULINX have been eliminated from the ongoing operations of the Company.
SPECIAL ALLOWANCE YIELD ADJUSTMENT AND RELATED HEDGING ACTIVITY: The Company excludes the special allowance yield adjustment and the net settlements received or paid on those derivative instruments used to hedge the student loans that were earning 9.5% special allowance payments. Pursuant to the settlement agreement entered into with the Department, effective July 1, 2006, the Company no longer receives 9.5% special allowance payments. Prior to this agreement, the Company excluded the special allowance yield adjustments from base net income because the Company expected 9.5% special allowance payments to decline over time due to the fact that in April 2004 it ceased adding loans receiving 9.5% special allowance payments to its portfolio.
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IMPACT OF LEGISLATIVE AND RESTRUCTURING CHARGES TO BASE NET INCOME
The following table summarizes the impact of the legislative and restructuring charges recognized by the Company during the third quarter of 2007 to the Company's non-GAAP performance measure referred to as base net income (see "Non-GAAP Performance Measures.") Additional detail related to the legislative and restructuring charges can be found under "Legislative Developments" and "Restructuring Plans - Legislative Changes" in this earnings supplement.

                                                           THREE MONTHS ENDED                      YEAR ENDED
                                                ------------------------------------------ ----------------------------
                                                DECEMBER 31,  SEPTEMBER 30,  DECEMBER 31,  DECEMBER 31,   DECEMBER 31,
                                                    2007          2007           2006          2007           2006
                                                ------------- -------------  ------------- -------------  -------------
                                                               (DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)
Adjusted base net income (loss),
      excluding discontinued operations          $    13,353       (21,285)        11,641        38,493         76,130
Legislative charges, net of tax                           -         34,197              -        34,197              -
Restructuring charges, net of tax                      3,270         9,310              -        12,580              -
                                                ------------- -------------  ------------- -------------  -------------
Adjusted base net income, excluding
      discontinued operations, legislative
      charges (net of tax), and restructuring
      charges (net of tax)                       $    16,623        22,222         11,641        85,270         76,130
                                                ============= =============  ============= =============  =============

EARNINGS (LOSS) PER SHARE, BASIC AND DILUTED:
Adjusted base net income (loss),
        excluding discontinued operations        $      0.27         (0.44)          0.22          0.78           1.42
Legislative charges, net of tax                            -          0.70              -          0.69              -
Restructuring charges, net of tax                       0.07          0.19              -          0.25              -
                                                ------------- -------------  ------------- -------------  -------------
Adjusted base net income, excluding
      discontinued operations, legislative
      charges (net of tax), and restructuring
      charges (net of tax)                       $      0.34          0.45           0.22          1.72           1.42
                                                ============= =============  ============= =============  =============
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OPERATING SEGMENTS
The Company has five operating segments as defined in Statement of Financial Accounting Standards No. 131, DISCLOSURES ABOUT SEGMENTS OF ENTERPRISE AND RELATED INFORMATION ("SFAS No. 131") as follows: Asset Generation and Management, Student Loan and Guaranty Servicing, Tuition Payment Processing and Campus Commerce, Enrollment Services and List Management, and Software and Technical Services. The Company's operating segments are defined by the products and services they offer or the types of customers they serve, and they reflect the manner in which financial information is currently evaluated by management. The accounting policies of the Company's operating segments are the same as those described in the summary of significant accounting policies included in the Company's consolidated financial statements included in the Company's Annual Report on Form 10-K for the year ended December 31, 2007. Intersegment revenues are charged by a segment to another segment that provides the product or service. Intersegment revenues and expenses are included within each segment consistent with the income statement presentation provided to management. Changes in management structure or allocation methodologies and procedures may result in changes in reported segment financial information.
The management reporting process measures the performance of the Company's operating segments based on the management structure of the Company as well as the methodology used by management to evaluate performance and allocate resources. Management, including the Company's chief operating decision maker, evaluates the performance of the Company's operating segments based on their profitability. Management measures the profitability of the Company's operating segments based on base net income. Accordingly, information regarding the Company's operating segments is provided based on base net income. While base net income is not a substitute for reported results under GAAP, the Company relies on base net income to manage each operating segment because it believes this measure provides additional information regarding the operational and performance indicators that are most closely assessed by management.
In May 2007, the Company sold EDULINX, a Canadian student loan service provider and subsidiary of the Company. As a result of this transaction, the results of operations for EDULINX are reported as discontinued operations for all periods presented. The operating results of EDULINX were included in the Student Loan and Guaranty Servicing operating segment. The Company presents base net income excluding discontinued operations since the operations and cash flows of EDULINX have been eliminated from the ongoing operations of the Company. Therefore, the results of operations for the Student Loan and Guaranty Servicing segment exclude the operating results of EDULINX for all periods presented.
ASSET GENERATION AND MANAGEMENT
In the Company's Asset Generation and Management segment, the Company generates primarily federally guaranteed student loans through direct origination or through acquisitions. The student loan assets are held in a series of education lending subsidiaries designed specifically for this purpose. Revenues are primarily generated from net interest income on the student loan assets. Earnings and earnings growth are directly affected by the size of the Company's portfolio of student loans, the interest rate characteristics of its portfolio, the costs associated with financing, servicing, and managing its portfolio, and the costs associated with origination and acquisition of the student loans in the portfolio, which includes, among other things, borrower benefits and rebate fees paid to the federal government. The Company generates the majority of its earnings from the spread, referred to as its student loan spread, between the yield it receives on its student loan portfolio and the costs previously described. While the spread may vary due to fluctuations in interest rates, the special allowance payments the Company receives from the federal government ensure the Company receives a minimum yield on its student loans, so long as certain requirements are met.
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STUDENT LOAN AND GUARANTY SERVICING
The Student Loan and Guaranty Servicing segment provides for the servicing of the Company's student loan portfolios and the portfolios of third parties and servicing provided to guaranty agencies. The servicing activities include application processing, underwriting, disbursement of funds, customer service, account maintenance, federal reporting and billing collections, payment processing, default aversion, claim filing, and recovery/collection services. These activities are performed internally for the Company's portfolio in addition to generating fee revenue when performed for third-party clients. The following are the primary product and service offerings the Company offers as part of its Student Loan and Guaranty Servicing segment:
o Origination and servicing of FFELP loans;
o Origination and servicing of non-federally insured student loans; and
o Servicing and support outsourcing for guaranty agencies.
TUITION PAYMENT PROCESSING AND CAMPUS COMMERCE
The Tuition Payment Processing and Campus Commerce segment provides actively managed tuition payment solutions, online payment processing, detailed information reporting, and data integration services to K-12 and higher educational institutions, families, and students. In addition, this segment provides financial needs analysis for students applying for aid in private and parochial K-12 schools. This segment also provides customer-focused electronic transactions, information sharing, and account and bill presentment to educational institutions.
ENROLLMENT SERVICES AND LIST MANAGEMENT
The Enrollment Services and List Management segment provides a wide range of direct marketing products and services to help schools and businesses reach the middle school, high school, college bound high school, college, and young adult market places. In addition, this segment offers products and services that are focused on helping (i) students plan and prepare for life after high school and
(ii) colleges recruit and retain students.
SOFTWARE AND TECHNICAL SERVICES
The Software and Technical Services segment provides information technology products and full-service technical consulting, with core areas of business in educational loan software solutions, business intelligence, technical consulting services, and enterprise content management solutions.
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SEGMENT OPERATING RESULTS
The tables below reflect base net income for each of the Company's operating segments. Reconciliation of the segment totals to the Company's operating results in accordance with GAAP is also included in the tables below.

                                                     THREE MONTHS ENDED DECEMBER 31, 2007
                        ------------------------------------------------------------------------------------------------------------
                                                             (DOLLARS IN THOUSANDS)
                                    STUDENT   TUITION    ENROLLMENT                                            "BASE NET
                          ASSET     LOAN      PAYMENT     SERVICES  SOFTWARE           CORPORATE                 INCOME"
                        GENERATION   AND     PROCESSING     AND        AND             ACTIVITY  ELIMINATIONS ADJUSTMENTS   GAAP
                           AND     GUARANTY  AND CAMPUS     LIST    TECHNICAL  TOTAL      AND    AND RECLASS-   TO GAAP   RESULTS OF
                        MANAGEMENT SERVICING  COMMERCE   MANAGEMENT SERVICES  SEGMENTS  OVERHEAD  IFICATIONS     RESULTS  OPERATIONS
                       ----------- --------- ---------- ----------- --------- -------- --------- ------------ ----------- ----------
Total interest income  $ 428,935       852       1,139          57       --    430,983    1,255          --        2,416    434,654
Interest expense         381,091        --          --           2       --    381,093    9,306          --           --    390,399
                       ----------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
  Net interest income     47,844       852       1,139          55       --     49,890   (8,051)         --        2,416     44,255

Less provision for
  loan losses              4,550        --          --          --       --      4,550       --          --           --      4,550
                        ---------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
   Net interest income
      after provision
      for loan losses     43,294       852       1,139          55       --     45,340   (8,051)         --        2,416     39,705
                        ---------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
Other income:
  Loan and guaranty
    servicing income           6    32,947          --          --       --     32,953       --          --           --     32,953
  Other fee-based income   2,876        --      11,190      29,970       --     44,036      536          --           --     44,572
  Software services income    --        --          --         138    5,509      5,647       --          --           --      5,647
  Other income               414       (11)         25          --       --        428    1,445          --           --      1,873
  Intersegment revenue        --    15,866         180          --    2,657     18,703    1,432     (20,135)          --         --
  Derivative market value,
     foreign currency,
     and put option
     adjustments              --        --          --          --       --         --       --          --       14,940     14,940
  Derivative
    settlements, net      11,577        --          --          --       --     11,577       --          --           --     11,577
                         --------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
     Total other income   14,873    48,802      11,395      30,108    8,166    113,344    3,413     (20,135)      14,940    111,562
                         --------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------

Operating expenses:
  Salaries and benefits    2,501    18,474       5,114       6,994    5,090     38,173   15,170         623          655     54,621
  Restructure expense -
     severance
     and contract
     termination costs       485       609          --         192       --      1,286    3,989      (5,275)          --         --
  Other expenses           6,265    10,399       2,379      17,488      771     37,302   19,153       2,801        6,412     65,668
  Intersegment expenses   15,120     1,871         (20)         83      225     17,279    1,005     (18,284)          --         --
                        ---------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
     Total operating
       expenses           24,371    31,353       7,473      24,757    6,086     94,040   39,317     (20,135)       7,067    120,289
                        ---------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------

     Income (loss)
       before income
       taxes              33,796    18,301       5,061       5,406    2,080     64,644  (43,955)         --       10,289     30,978
Income tax expense
  (benefit) (a)           12,842     6,954       1,923       2,054      790     24,563  (17,226)         --        4,473     11,810
                        ---------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
  Net income (loss) from
    continuing operations 20,954    11,347       3,138       3,352    1,290     40,081  (26,729)         --        5,816     19,168
Income (loss) from
  discontinued operations,
  net of tax                  --        --          --          --       --         --       --          --         (159)      (159)
                        ---------  -------    --------   ---------- -------- ---------- --------   ----------  ----------- ---------
   Net income (loss)     $20,954    11,347       3,138       3,352    1,290     40,081  (26,729)         --        5,657     19,009
                        =========  =======    ========   ========== ======== ========== ========   ==========  =========== =========


Three months ended
December 31, 2007:
  After Tax
  Operating Margin -
     excluding
     restructure expense    36.5%    23.6%      25.0%    11.5%      15.8%      25.8%

Three months ended
December 31, 2006:
  After Tax
  Operating Margin -
     excluding
     impairment expense     27.8%    21.6%      21.4%     6.5%      10.3%      21.4%

(a) Income taxes are based on a percentage of net income before tax for the individual operating segment.
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                                                     THREE MONTHS ENDED DECEMBER 31, 2006
                        ------------------------------------------------------------------------------------------------------------
                                                             (DOLLARS IN THOUSANDS)
                                    STUDENT   TUITION    ENROLLMENT                                            "BASE NET
                          ASSET     LOAN      PAYMENT     SERVICES  SOFTWARE           CORPORATE                 INCOME"
                        GENERATION   AND     PROCESSING     AND        AND             ACTIVITY  ELIMINATIONS ADJUSTMENTS   GAAP
                           AND     GUARANTY  AND CAMPUS     LIST    TECHNICAL  TOTAL      AND    AND RECLASS-   TO GAAP   RESULTS OF
                        MANAGEMENT SERVICING  COMMERCE   MANAGEMENT SERVICES  SEGMENTS  OVERHEAD  IFICATIONS     RESULTS  OPERATIONS
                       ----------- --------- ---------- ----------- --------- -------- --------- ------------ ----------- ----------
Total interest income    $ 406,138    3,052      1,344      175        38      410,747    2,963       (2,279)          --   411,431
Interest expense           339,270       --          3       --        --      339,273   10,621       (2,279)          --   347,615
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------
   Net interest income      66,868    3,052      1,341      175        38       71,474   (7,658)          --           --    63,816

Less provision for
  loan losses                1,800       --         --       --        --        1,800       --           --           --     1,800
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------
   Net interest income
     after provision
     for loan losses        65,068    3,052      1,341      175        38       69,674   (7,658)          --           --    62,016
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------

Other income:
  Loan and guaranty
   servicing income             --   30,165         --       --        --       30,165       --           --           --    30,165
  Other fee-based income     3,395       --      9,607   23,866        --       36,868       --           --           --    36,868
  Software services income      56        4         --       65     3,939        4,064       --           --           --     4,064
  Other income               3,246       29         --       --        --        3,275    1,619           --           --     4,894
  Intersegment revenue          --   17,530        138      244     4,863       22,775      156      (22,931)          --        --
  Derivative market
   value, foreign currency,
     and put option
    adjustments                 --       --         --       --        --           --       --           --      (19,510)  (19,510)
  Derivative settlements,
    net                        (31)      --         --       --        --          (31)   7,044           --           --     7,013
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------
     Total other income      6,666   47,728      9,745   24,175     8,802       97,116    8,819      (22,931)     (19,510)   63,494
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------

Operating expenses:
  Salaries and benefits     13,260   21,562      4,520    6,961     6,354       52,657    4,115      (3,958)          476    53,290
  Impairment expense        21,687       --         --       --        --       21,687     (199)          --           --    21,488
  Other expenses            12,457    8,313      2,214   14,807     1,024       38,815   16,130           --        7,758    62,703
  Intersegment expenses     13,898    3,191        528       17        --       17,634    1,339      (18,973)          --        --
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------
     Total operating
       expenses             61,302   33,066      7,262   21,785     7,378      130,793   21,385      (22,931)       8,234   137,481
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------

     Income (loss)
       before income taxes  10,432   17,714      3,824    2,565     1,462       35,997  (20,224)          --      (27,744)  (11,971)
Income tax expense
  (benefit) (a)              3,964    6,731      1,453      975       556       13,679   (9,547)          --      (10,231)   (6,099)
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------
     Net income (loss) from
       continuing operations 6,468   10,983      2,371    1,590       906       22,318  (10,677)          --      (17,513)   (5,872)
Income (loss) from
  discontinued operations,
  net of tax                    --       --         --       --        --           --       --           --       (1,438)   (1,438)
                         ---------- --------  -------- --------  --------   ---------- --------     ---------    --------- ---------
     Net income (loss)     $ 6,468   10,983      2,371    1,590       906       22,318  (10,677)          --      (18,951)   (7,310)
                         ========== ========= ======== ========  ========   ========== ========     =========    ========= =========

(a) Income taxes are based on a percentage of net income before tax for the individual operating segment.
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                                                             YEAR ENDED DECEMBER 31, 2007
                        ------------------------------------------------------------------------------------------------------------
                                                                (DOLLARS IN THOUSANDS)
                                    STUDENT   TUITION    ENROLLMENT                                            "BASE NET
                          ASSET     LOAN      PAYMENT     SERVICES  SOFTWARE           CORPORATE                 INCOME"
                        GENERATION   AND     PROCESSING     AND        AND             ACTIVITY  ELIMINATIONS ADJUSTMENTS   GAAP
                           AND     GUARANTY  AND CAMPUS     LIST    TECHNICAL  TOTAL      AND    AND RECLASS-   TO GAAP   RESULTS OF
                        MANAGEMENT SERVICING  COMMERCE   MANAGEMENT SERVICES  SEGMENTS  OVERHEAD  IFICATIONS     RESULTS  OPERATIONS
                       ----------- --------- ---------- ----------- --------- -------- --------- ------------ ----------- ----------
Total interest income   $1,730,882    5,459      3,809      347        18    1,740,515    7,485       (3,737)      3,013  1,747,276
Interest expense         1,465,883       --          7        7        --    1,465,897   40,502       (3,737)         --  1,502,662
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------
     Net interest
       income              264,999    5,459      3,802      340        18      274,618  (33,017)          --       3,013    244,614

Less provision
  for loan losses           28,178       --         --       --        --       28,178       --           --          --     28,178
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------
 Net interest
   income after
   provision
   for loan losses         236,821    5,459      3,802      340        18      246,440  (33,017)          --       3,013    216,436
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------

Other income:
 Loan and guaranty
   servicing income            294  127,775         --       --        --      128,069       --           --          --    128,069
 Other fee-based income     13,387       --     42,682  103,311        --      159,380    1,508           --          --    160,888
 Software services income       --       --         --      594    22,075       22,669       --           --          --     22,669
 Other income                8,030       --         84       --        --        8,114   11,095           --          --     19,209
 Intersegment revenue           --   74,687        688      891    15,683       91,949    9,040     (100,989)         --         --
 Derivative market value,
   foreign currency,
   and put option
   adjustments                  --       --         --       --        --           --       --           --      26,806     26,806
 Derivative settlements,
   net                       6,628       --         --       --        --        6,628   12,049           --          --     18,677
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------
    Total other income      28,339  202,462     43,454  104,796    37,758      416,809   33,692     (100,989)     26,806    376,318
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------

Operating expenses:
     Salaries and benefits  23,101   85,462     20,426   33,480    23,959      186,428   49,839       (1,747)      2,111    236,631
     Restructure expense -
       severance and contract
       termination costs     2,406    1,840         --      929        58        5,233    4,998      (10,231)         --         --
     Impairment expense     28,291       --         --   11,401        --       39,692    9,812           --          --     49,504
     Other expenses         29,205   36,618      8,901   60,445     2,995      138,164   77,915        2,969      30,426    249,474
     Intersegment expenses  74,714   10,552        364      335       775       86,740    5,240      (91,980)         --         --
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------
        Total operating
          expenses         157,717  134,472     29,691  106,590    27,787      456,257  147,804     (100,989)     32,537    535,609
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------

        Income (loss)
          before income
          taxes            107,443   73,449     17,565   (1,454)    9,989      206,992 (147,129)          --      (2,718)    57,145
Income tax expense
  (benefit) (a)             40,828   27,910      6,675     (553)    3,796       78,656  (57,285)          --         345     21,716
                        ---------- --------   -------- --------  --------   ---------- --------     --------- ----------- ----------
     Net income (loss)
       from continuing
       operations           66,615   45,539     10,890     (901)    6,193      128,336  (89,844)          --      (3,063)    35,429
Income (loss) from
  discontinued
  operations, net tax           --       --         --        --        --          --       --           --      (2,575)    (2,575)
                         ---------- --------   -------- --------  --------   ---------- --------     --------- ---------- ----------
     Net income (loss)    $ 66,615   45,539     10,890     (901)    6,193      128,336  (89,844)          --      (5,638)    32,854
                         ========== ======== ========   ========  ========   ========== ========     ========= ========== ==========

Year ended
December 31, 2007:
   After Tax
   Operating Margin -
      excluding restructure
      expense, impairment
      expense, and provision
      for loan losses
      related to the loss
      of Exceptional
      Performer               34.0%    22.5%    23.0%     6.4%    16.5%      24.0%

Year ended
December 31, 2006:
   After Tax
   Operating Margin -
      excluding
      impairment expense      34.5%    20.8%    19.7%    11.6%    15.1%      26.8%

(a) Income taxes are based on a percentage of net income before tax for the individual operating segment.
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                                                         YEAR ENDED DECEMBER 31, 2006
                        ------------------------------------------------------------------------------------------------------------
                                                             (DOLLARS IN THOUSANDS)
                                    STUDENT   TUITION    ENROLLMENT                                            "BASE NET
                          ASSET     LOAN      PAYMENT     SERVICES  SOFTWARE           CORPORATE                 INCOME"
                        GENERATION   AND     PROCESSING     AND        AND             ACTIVITY  ELIMINATIONS ADJUSTMENTS   GAAP
                           AND     GUARANTY  AND CAMPUS     LIST    TECHNICAL  TOTAL      AND    AND RECLASS-   TO GAAP   RESULTS OF
                        MANAGEMENT SERVICING  COMMERCE   MANAGEMENT SERVICES  SEGMENTS  OVERHEAD  IFICATIONS     RESULTS  OPERATIONS
                       ----------- --------- ---------- ----------- --------- -------- --------- ------------ ----------- ----------
Total interest income  $ 1,534,423    8,957      4,029      531       105    1,548,045    4,446       (2,858)         --  1,549,633
Interest expense         1,215,529       --          8       --        --    1,215,537   28,495       (2,858)         --  1,241,174
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------
  Net interest income      318,894    8,957      4,021      531       105      332,508  (24,049)          --          --    308,459

Less provision for
loan losses                 15,308       --         --       --        --       15,308       --           --          --     15,308
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------
  Net interest income
    after provision
    for loan losses        303,586    8,957      4,021      531       105      317,200  (24,049)          --          --    293,151
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------

Other income:
     Loan and guaranty
       servicing income         --  121,593         --       --        --      121,593       --           --          --    121,593
     Other fee-based
       income               11,867       --     35,090   55,361        --      102,318       --           --          --    102,318
     Software servicees
       income                  238        5         --      157    15,490       15,890       --           --          --     15,890
     Other income           19,966       97         --       --        --       20,063    3,302           --          --     23,365
     Intersegment revenue       --   63,545        503    1,000    17,877       82,925      662      (83,587)         --         --
     Derivative market
       value, foreign currency,
       and put option
       adjustments              --        --        --       --        --           --       --           --     (31,075)   (31,075)
     Derivative
       settlements, net     18,381        --        --       --        --       18,381    5,051           --          --     23,432
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------
        Total other
          income            50,452  185,240     35,593   56,518    33,367      361,170    9,015      (83,587)    (31,075)   255,523
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------

Operating expenses:
     Salaries and benefits  53,036   83,988     17,607   15,510    22,063      192,204   32,979      (12,254)      1,747    214,676
     Impairment expense     21,687       --         --       --        --       21,687     (199)          --          --     21,488
     Other expenses         51,085   32,419      8,371   30,854     3,238      125,967   59,086           --      25,062    210,115
     Intersegment expenses  52,857   12,577      1,025       17        --       66,476    4,857      (71,333)         --         --
                         ---------- --------   ------- --------  --------   ---------- --------      -------- ----------- ----------
        Total operating
          expenses         178,665  128,984     27,003   46,381    25,301      406,334   96,723      (83,587)     26,809    446,279
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------

        Income (loss)
          before income
          taxes            175,373   65,213     12,611   10,668     8,171      272,036 (111,757)          --     (57,884)   102,395
Income tax expense
  (benefit) (a)             66,642   24,780      4,791    4,054     3,105      103,372  (46,902)          --     (20,233)    36,237
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------
        Net income (loss)
          before minority
          interest         108,731   40,433      7,820    6,614     5,066      168,664  (64,855)          --     (37,651)    66,158
Minority interest in
  subsidiary income             --       --       (242)      --        --         (242)      --           --          --       (242)
                         ---------- --------  --------  --------  --------   ---------- --------     -------- ----------- ----------
       Net income (loss)
         from continuing
         operations        108,731   40,433      7,578    6,614     5,066      168,422  (64,855)          --     (37,651)    65,916
Income (loss) from
  discontinued operations,
  net of tax                    --       --         --       --        --           --       --           --       2,239      2,239
                         ---------- --------  -------- --------  --------   ---------- --------      -------- ----------- ----------
       Net income (loss) $ 108,731   40,433      7,578    6,614     5,066      168,422  (64,855)          --     (35,412)    68,155
                         ========== ========  ======== ========  ========   ========== ========      ======== =========== ==========

(a) Income taxes are based on a percentage of net income before tax for the individual operating segment.
Corporate Activity and Overhead in the previous tables primarily includes the following items:
o Income earned on certain investment activities;
o Interest expense incurred on unsecured debt transactions;
o Other products and service offerings that are not considered operating segments; and
o Corporate activities and overhead functions such as executive management, human resources, accounting and finance, legal, marketing, and corporate technology support.
The adjustments required to reconcile from the Company's base net income measure to its GAAP results of operations relate to differing treatments for derivatives, foreign currency transaction adjustments, amortization of intangible assets, discontinued operations, and certain other items that management does not consider in evaluating the Company's operating results. See "Non-GAAP Performance Measures." The following tables reflect adjustments associated with these areas by operating segment and Corporate Activity and Overhead:
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                                                          STUDENT       TUITION      ENROLLMENT
                                             ASSET          LOAN        PAYMENT      SERVICES     SOFTWARE    CORPORATE
                                           GENERATION       AND       PROCESSING        AND          AND      ACTIVITY
                                              AND         GUARANTY    AND CAMPUS       LIST       TECHNICAL      AND
                                           MANAGEMENT    SERVICING     COMMERCE      MANAGEMENT   SERVICES    OVERHEAD     TOTAL
                                           -----------------------------------------------------------------------------------------
                                                                               (DOLLARS IN THOUSANDS)
                                                                      THREE MONTHS ENDED DECEMBER 31, 2007
                                           -----------------------------------------------------------------------------------------
Derivative market value, foreign currency,
       and put option adjustments          $  (16,423)           --             --           --          --       1,483     (14,940)
Amortization of intangible assets                 437         1,350          1,443        2,895         287          --       6,412
Compensation related to business
      combinations                                 --            --             --           --          --         655         655
Variable-rate floor income                     (2,416)           --             --           --          --          --      (2,416)
Income (loss) from discontinued
       operations, net of tax                      --           159             --           --          --          --         159
Net tax effect (a)                              6,993          (513)          (548)      (1,100)       (109)       (250)      4,473
                                           -----------   -----------  ------------   ----------   ----------  ----------  ----------
Total adjustments to GAAP                  $  (11,409)          996            895        1,795         178       1,888      (5,657)
                                           ===========   ===========  ============   ==========   ==========  ==========  ==========

                                                                     THREE MONTHS ENDED DECEMBER 31, 2006
                                           ----------------------------------------------------------------------------------------

Derivative market value, foreign currency,
      and put option adjustments           $   (2,261)           --             --           --          --      21,771      19,510
Amortization of intangible assets                 933         2,272          1,795        1,855         903          --       7,758
Compensation related to business
      combinations                                 --            --             --           --          --         476         476
Variable-rate floor income                         --            --             --           --          --          --          --
Income (loss) from discontinued
     operations, net of tax                        --         1,438             --           --          --          --       1,438
Net tax effect (a)                                504          (862)          (683)        (705)       (342)     (8,143)    (10,231)
                                           -----------   -----------  ------------   ----------   ----------  ----------  ----------
Total adjustments to GAAP                   $    (824)        2,848          1,112        1,150         561      14,104      18,951
                                           ===========   ===========  ============   ==========   ==========  ==========  ==========

                                                                         YEAR ENDED DECEMBER 31, 2007
                                              --------------------------------------------------------------------------------------

Derivative market value, foreign currency,
      and put option adjustments            $ (24,224)           --             --           --          --      (2,582)    (26,806)
Amortization of intangible assets               5,634         5,094          5,815       12,692       1,191          --      30,426
Compensation related to business
      combinations                                 --            --             --           --          --       2,111       2,111
Variable-rate floor income                     (3,013)           --             --           --          --          --      (3,013)
Income (loss) from discontinued
     operations, net of tax                        --         2,575             --           --          --          --       2,575
Net tax effect (a)                              8,209        (1,936)        (2,209)      (4,823)       (452)      1,556         345
                                           ----------    ----------      ----------   ----------  ----------  ----------  ----------
Total adjustments to GAAP                   $ (13,394)        5,733          3,606        7,869         739       1,085       5,638
                                           ==========    ==========      ==========   ==========  ==========  ==========  ==========

                                                                           YEAR ENDED DECEMBER 31, 2006
                                           -----------------------------------------------------------------------------------------
Derivative market value, foreign currency,
      and put option adjustments            $   5,483            --             --           --          --      25,592      31,075
Amortization of intangible assets               7,617         5,641          5,968        4,573       1,263          --      25,062
Compensation related to business
      combinations                                 --            --             --           --          --       1,747       1,747
Variable-rate floor income                         --            --             --           --          --          --          --
Income (loss) from discontinued
      operations, net of tax                       --        (2,239)            --           --          --          --      (2,239)
Net tax effect (a)                             (4,978)       (2,143)        (2,268)      (1,738)       (480)     (8,626)    (20,233)
                                            ----------    ----------    ----------   ----------   ----------  ----------  ----------
Total adjustments to GAAP                   $   8,122         1,259          3,700        2,835         783      18,713      35,412
                                            ==========    ==========    ==========   ==========   ==========  ==========  ==========

(a) Tax effect computed at 38%. The change in the value of the put option (included in Corporate Activity and Overhead) is not tax effected as this is not deductible for income tax purposes.
20

STUDENT LOANS RECEIVABLE
Student loans receivable includes all student loans owned by or on behalf of the Company and includes the unamortized cost of acquisition or origination less an allowance for loan losses. The following table describes the components of the Company's loan portfolio:

                                            AS OF                     AS OF                     AS OF
                                          DECEMBER 31,              SEPTEMBER 30,             DECEMBER 31,
                                             2007                      2007                      2006
                                     ----------------------    ----------------------    ----------------------
                                                   PERCENT                  PERCENT                    PERCENT
                                        DOLLARS    OF TOTAL      DOLLARS    OF TOTAL        DOLLARS    OF TOTAL
                                     ------------ ---------    ----------- -----------   ------------ ---------
                                                                (DOLLARS IN THOUSANDS)
Federally insured:
   Stafford                          $ 6,725,910      25.2 %   $ 6,683,801      25.1 %   $ 5,724,586      24.1 %
   PLUS/SLS                              429,941       1.6         419,940       1.6         365,112       1.5
   Consolidation                      18,898,547      70.7      18,824,726      70.9      17,127,623      72.0
Non-federally insured                    274,815       1.0         251,503       0.9         197,147       0.8
                                     ------------ ---------    ------------ ---------    ------------ ---------

     Total                            26,329,213      98.5      26,179,970      98.5      23,414,468      98.4

Unamortized premiums and deferred
   origination costs                     452,501       1.7         460,167       1.7         401,087       1.7
Allowance for loan losses:
   Allowance - federally insured         (24,534)     (0.1)        (23,907)     (0.1)         (7,601)     (0.0)
   Allowance - non-federally insured     (21,058)     (0.1)        (20,107)     (0.1)        (18,402)     (0.1)
                                     ------------ ---------    ------------ ---------    ------------ ---------

     Net                             $26,736,122     100.0 %   $26,596,123     100.0 %   $23,789,552     100.0 %
                                     ============ =========    ============ =========    ============ =========

The impact of the College Cost Reduction Act reduces the yield on FFELP student loans originated on or after October 1, 2007. As of December 31, 2007, the Company has $0.4 billion of loans originated on or after October 1, 2007.
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The following table sets forth the loans originated or acquired through each of the Company's channels:

                                                          THREE MONTHS ENDED                            YEAR ENDED
                                              ----------------------------------------------   -----------------------------
                                              DECEMBER 31,     SEPTEMBER 30,   DECEMBER 31,    DECEMBER 31,    DECEMBER 31,
                                                  2007             2007            2006            2007            2006
                                              -------------    -------------   -------------   -------------   -------------
                                                                            (DOLLARS IN THOUSANDS)
Beginning balance                             $ 26,179,970       25,746,000      22,534,661      23,414,468      19,912,955
Direct channel:
    Consolidation loan originations                280,963          914,842       1,762,371       3,096,754       5,299,820
    Less consolidation of existing portfolio      (152,509)        (537,539)       (843,749)     (1,602,835)     (2,643,880)
                                              -------------    -------------   -------------   -------------   -------------
      Net consolidation loan originations          128,454          377,303         918,622       1,493,919       2,655,940
    Stafford/PLUS loan originations                162,949          426,740         192,533       1,086,398       1,035,695
Branding partner channel (a) (b)                    79,416          125,220          69,498         662,629         720,641
Forward flow channel                               158,803          178,226         332,702       1,105,145       1,600,990
Other channels (b)                                  12,932           24,373          12,209         804,019         682,852
                                              -------------    -------------   -------------   -------------   -------------
    Total channel acquisitions                     542,554        1,131,862       1,525,564       5,152,110       6,696,118

Repayments, claims, capitalized
    interest, participations, and other           (208,178)        (479,512)       (125,756)     (1,321,055)     (1,332,086)
Consolidation loans lost to external parties      (173,505)        (200,719)       (307,649)       (800,978)     (1,114,040)
Loans sold                                         (11,628)         (17,661)       (212,352)       (115,332)       (748,479)
                                              -------------    -------------   -------------   -------------   -------------
Ending balance                                $ 26,329,213       26,179,970      23,414,468      26,329,213      23,414,468
                                              =============    =============   =============   =============   =============

(a) Included in the branding partner channel are private loan originations of $26.3 million, $22.1 million, and $19.7 million for the three months ended December 31, 2007, September 30, 2007, and December 31, 2006, respectively, and $110.5 million and $55.7 million for the year ended December 31, 2007 and 2006, respectively.
(b) Included in other channels for the year ended December 31, 2006 is $190.1 million of acquisitions that were previously presented as branding partner channel acquisitions. This reclassification was made for comparative purposes due to the nature of the transactions.
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STUDENT LOAN SPREAD
The following table analyzes the student loan spread on the Company's portfolio of student loans. This table represents the spread on assets earned in conjunction with the liabilities used to fund the assets, including the effects of net derivative settlements.

                                                             THREE MONTHS ENDED                          YEAR ENDED
                                                   -------------------------------------------  ----------------------------
                                                   DECEMBER 31,   SEPTEMBER 30   DECEMBER 31,   DECEMBER 31,   DECEMBER 31,
                                                       2007           2007           2006           2007           2006
                                                   -------------  -------------  -------------  -------------  -------------
Student loan yield (a)                                     7.42  %        7.83  %        7.88  %        7.76  %        7.85 %
Consolidation rebate fees                                 (0.76)         (0.76)         (0.76)         (0.77)         (0.72)
Premium and deferred origination costs
  amortization (b)                                        (0.36)         (0.36)         (0.33)         (0.36)         (0.39)
                                                   -------------  -------------  -------------  -------------  -------------

Student loan net yield                                     6.30           6.71           6.79           6.63           6.74
Student loan cost of funds (c)                            (5.33)         (5.65)         (5.48)         (5.49)         (5.12)
                                                   -------------  -------------  -------------  -------------  -------------

Student loan spread                                        0.97           1.06           1.31           1.14           1.62
Variable-rate floor income (d)                            (0.04)         (0.01)            --          (0.01)            --
Special allowance yield adjustments, net of
   settlements on derivatives (e)                            --             --             --             --          (0.20)
                                                   -------------  -------------  -------------  -------------  -------------
Core student loan spread                                   0.93  %        1.05  %        1.31  %        1.13  %        1.42 %
                                                   =============  =============  =============  =============  =============

Average balance of student loans (in thousands)     $26,173,480     25,866,660     22,978,951     25,143,059     21,696,466
Average balance of debt outstanding (in thousands)   27,507,440     27,321,874     24,552,113     26,599,361     23,379,258

(a) The student loan yield for the three months and year ended December 31, 2006 does not include the $2.8 million charge to write off accounts receivable from the Department related to third quarter 2006 9.5% special allowance payments that was not received under the Company's previously disclosed Settlement Agreement with the Department. The $2.8 million related to loans earning 9.5% special allowance payments that were not subject to the OIG audit.
(b) Premium and deferred origination costs amortization for the three months and year ended December 31, 2006 excludes premium amortization related to the Company's portfolio of 9.5% loans purchased in October 2005 as part of a business combination.
(c) The student loan cost of funds includes the effects of net settlement costs on the Company's derivative instruments (excluding the $2.0 million settlement related to the derivative instrument entered into in connection with the issuance of the junior subordinated hybrid securities for the year ended December 31, 2006 and the net settlements of $1.7 million and $7.0 million for the three months ended September 30, 2007 and December 31, 2006, respectively, and $12.1 million and $7.0 million for the years ended December 31, 2007 and December 31, 2006, respectively, on those derivatives no longer hedging student loan assets).
(d) Variable-rate floor income is calculated by the Company on a statutory basis. As a result of the disruptions in the debt and secondary capital markets beginning in August 2007, the benefit of variable-rate floor income has not been realized by the Company due to the widening of the spread between short term interest rate indices and the Company's actual cost of funds. The Company entered into interest rate swaps with effective dates beginning in January 2008 to hedge a portion of the variable-rate floor income. Settlements on these derivatives will be presented as part of the Company's statutory calculation of variable-rate floor income.
(e) The special allowance yield adjustments represent the impact on net spread had loans earned at statutorily defined rates under a taxable financing. The special allowance yield adjustments include net settlements on derivative instruments that were used to hedge this loan portfolio earning the excess yield. On January 19, 2007, the Company entered into a Settlement Agreement with the Department to resolve the audit by the OIG of the Company's portfolio of student loans receiving 9.5% special allowance payments. Under the terms of the Agreement, all 9.5% special allowance payments were eliminated for periods on and after July 1, 2006. The Company had been deferring recognition of 9.5% special allowance payments related to those loans subject to the OIG audit effective July 1, 2006 pending satisfactory resolution of this issue.
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Exhibit 99.3
NELNET
MODERATOR: PHIL MORGAN
 MARCH 4, 2008
10:00 A.M. CT
Operator: Good day everyone and welcome to Nelnet's fourth quarter 2007 conference call. Today's call is being recorded and broadcast live over the internet.
At this time, Mr. Phil Morgan of Nelnet's investor relations office will begin with opening remarks. Please go ahead, sir.
Phil Morgan: Thank you, Lisa. And thank you everyone for joining us today.
Nelnet's fourth quarter earnings release and financial supplement have been posted to the investor relations website at www.nelnet.com.
On today's call, we will have Jeff Noordhoek, president; and Terry Heimes, chief financial officer, providing the formal remarks; and Mike Dunlap, chief executive officer and chairman, joining for the question and answer session.
Before we begin the formal remarks, I would like to read the Safe Harbor statement. We would like to remind you that there will be forward-looking statements made during today's call.
The forward-looking statements may differ materially from actual results and are subject to certain risks and uncertainties that are detailed in our earnings release and in our filings at the SEC.
The company does not intend to update any forward-looking statements made during the call. During the course of this call, we will refer to a non-GAAP financial measure which the company defines as base net income.
Please refer to our website for the reconciliation of GAAP net income to base net income. After Jeff and Terry have concluded their formal remarks, we will open up the call for questions.
I would now like to turn the call over to Jeff.
Jeff Noordhoek: Thank you, Phil. Good morning, everyone, thank you for joining us today. Today, we will discuss our operating results for 2007 but more importantly, we want to talk about the success of our strategy to diversify revenue and net income.
I will take some time to talk about the impact of the recent legislation and the global liquidity crisis have had on the student loan origination and acquisition components of our business.
Finally, I will briefly touch upon the outstanding fundamentals and the macroeconomic dynamics that impact education services industries as a whole.

First, let me remind you that Nelnet is a diversified education services company serving the growing needs of the education seeking public. As you listen to our review of 2007 and consider our opportunities for 2008. We want you to keep in mind that we have been highly successful in reducing our alliance on student loan net interest margin.
In addition, the demand for our broad group of lower risk, fee-based services in the education market is extremely encouraging. The results for 2007 include continued growth of our diversified revenue stream, increased bottom line contribution from fee-for service operations, active management of operating expenses and strong bottom line performance when considering the impact of the 2007 legislation in the on-going global credit crisis.
Base net income excluding charges related to the new legislation and related structuring was 34 cents per share for the fourth quarter and $1.72 per share for the year. Fee-based revenues reached $83 million for the quarter and $312 million for the year which represented 65 percent of our total revenue for the fourth quarter and 56 percent for the year.
Importantly, and as a reflection of where more and more of our revenues will be coming from in the future, our fee-based operations contributed 43 percent of our base net income in 2007 compared to 33 percent in 2006. Terry will provide a more in-depth analysis of the numbers in a few minutes.
Even though it represented an ever decreasing force of our revenue and net income, I will spend time discussing the current state of the student loan industry since it is in such flux.
We remain committed to our mission of helping families plan, prepare and pay for education. However, the manner in which we fulfill our mission is continuing to evolve as legislation enacted in September coupled with the global credit crisis is putting extreme pressure on the student loan finance market.
The legislation alone creates significant challenges in the FFELP industry. Last fall, we proactively made the tough decisions necessary to right-size our business with the new, lower economics of the FFELP program.
As we predicted, many of our thinly capitalized competitors who did not respond quickly are being forced to exit the business in an abrupt manner. However, what we did not predict was the ever increasing severity of the global credit crisis and it's far reaching impact on the entire student loan finance industry.
The ability to attract capital to fund FFELP and private loans has become increasingly difficult and increasingly more expensive. We secured liquidity in the fall as the credit market was tightening and we currently maintain an $8.9 billion warehouse line of credit with nine banks with approximately $1.7 billion available capacity as of today.
The credit facility matures in May 2010 but the liquidity line backing the facility has an annual renewal this coming May. We expect relatively significant pricing pressure on the liquidity renewal given the current credit contraction going on worldwide.
Ultimately, if we cannot come to acceptable pricing terms with our warehouse lenders, we do maintain the ability to term out the facility for two years with a minimal step up in cost.
The buyer base in the term Asset-Backed Securities market has contracted dramatically with the near complete disappearance of the Structured Investment Vehicles which drove the pricing in the long-end into the market.

That said, FFELP ABS transactions are still getting done for well-capitalized finance companies that can fund the subordinate tranches on balance sheet. This means that a significant portion of our more thinly capitalized competitors are currently unable to access the ABS market and are also more than likely unable to renew warehouse lines of credit, due to the need for tangible equity capital.
In contrast, we fully intend to continue to use our financial strength to securitize and/or sell FFELP loan assets to free up capacity in our warehouse line of credit. The ABS market for private student loans has essentially disappeared and accordingly, we will look to significantly reduce and potentially eliminate the private loans we fund on our own balance sheet and shift our efforts to working with others in their origination activity to create fee income from our private loan business.
Spurred by the stress in the ABS and commercial paper markets, the auction rate and variable rate demand note markets have also experience an unprecedented disruption. Many auction broker dealers on Wall Street have decided to let auctions of all assets class fail.
We currently have $2.0 billion of auction rate notes and $900 million of variable rate demand notes outstanding, which, when combined is roughly 10 percent of our debt capital structure. Even though our auction rate VRDN debt is predominantly rated AAA and are generally over 100 percent collaterized by federally guaranteed student loans, investors and broker dealers spooked by losses in the sub-prime mortgage market have created an irrational and unprecedented environment of failed auctions in these highly credit worthy assets.
The interest rates charged on the failed auctions are slightly different depending on the notes but are generally in the T-bill plus 125 to LIBOR plus 150 basis point range. We are actively working to re-structure the auction and VRDN debt at more favorable rates.
This crisis in the capital markets led us to announce a second restructuring in January. We proactively took steps to reduce operating expenses related to our student loan origination and related businesses further.
Since we cannot determine nor control the link or depth of the capital market disruption, we plan to actually manage direct an indirect costs related to our asset generation activities and be more selective in pursuing loan originations in both the school and direct consumer channels.
Accordingly, we have suspended consolidation loan originations and will continue to review various origination decisions going forward. As a result of these items, we will experience a near term decrease in origination volume compared to historical periods.
Where does all of this leave the company and particularly the student loan finance industry? First, consider a few critical points about our company. We have a $26.7 billion existing loan portfolio that will serve as an annuity-type revenue stream for many years.
We have the flexibility to dial up and dial down our FFELP loan originations based on our strong origination platform and liquidity position. We have highly efficient loan servicing capabilities with significant scale and capacity to grow, through our own internal originations or to serve new third party servicing opportunities.
We have a very strong capital base along with operating capacity. We have a diversified product offering and revenue stream. Fee-based revenues are growing both as a percent of total revenue and in absolute dollars; a trend that we expect will continue.

We have been proactive in right-sizing our expense structure in response to the two unprecedented events affecting our student loan business.
Let me repeat our statement from the last call, we will not grow for growth sake, and we will not create unprofitable loan assets and sacrifice value creation for short-term volume or some mythical market share benefit. We will continue to monitor market and be proactive in keeping the company financially strong.
Before I turn the call over to Terry to discuss the details of our financial performance, I want to highlight some of the market dynamics that we look to as we chart the course for Nelnet in 2008 and beyond.
2008 will provide the largest class of graduating high school seniors in the history of the United States. The cost of education continues to rise at twice the rate of inflation. The financial aid process is continually increasing in its complexity, given ever increasing government regulation.
We have seen a dramatic reduction in new loan originations from approximately 15 industry participants including two top 10 participants. Capital to fund loans is becoming scarce and accordingly more and more expensive to obtain and banks are more reluctant to put new loan assets on their balance sheets given the increased capital commitments from all consumer and commercial financial assets.
So what does all this mean? There are definite challenges. For some participants in the student lending business, these are potentially insurmountable challenges. For Nelnet, however, the industry dynamics are providing opportunities in the education services area in general.
We believe our strategy has positioned us for success in this growing but complex space. Let me highlight that 65 percent of our revenues came from fee-based businesses in the fourth quarter.
At this time, I would like to turn the call over to Terry Heimes to discuss the details of our financial performance.
Terry Heimes: Thanks, Jeff. Today, I want to talk to you about our operating results for 2007 and provide some color on our business strategy and the performance of our various operating segments.
Given the current market conditions, I will spend some time talking about our liquidity and funding capacity and finally, talk about our strategy and performance objectives given the business environment for 2008 and moving forward.
First, the more traditional measures of performance and results. Our GAAP net income from continuing operations was $19.2 million or 34 cents per share for the fourth quarter of 2007 and $35.4 million or 71 cents per share for the year. This compares to a loss of $5.9 million in the fourth quarter of last year and GAAP net income of $65.9 million or $1.23 per share for all of 2006.
Base net income was $13.4 million or 27 cents per share for the fourth quarter of 2007 and $38.5 million or 78 cents per share for the year which compares to 22 cents and $1.42 per share for the fourth quarter of 2006 and the 2006 fiscal year.
Obviously, a substantial amount of unusual activity occurred during all periods and moving the discussion to a review of comparable operations can be complicated. Consider the following; the fourth quarter of 2007 includes restructuring charges of $3.3 million after tax or 7 cents per share.

The fourth quarter of 2006 includes impairment charges related to our settlement with the department of education totaling about 22 cents per share after tax. Thus excluding the legislative changes, impairment charges and other one time items, base net income was 34 cents per share for the fourth quarter of 2007 versus 44 cents per share for the fourth quarter of 2006.
From a full year perspective, the year ended December 31st 2007 included approximately $46.8 million in after-tax restructuring or other charges related to changes in legislation or a total of 94 cents per share. Excluding the legislative changes, impairment charges and other one time items, base net income was $1.72 per share for 2007 versus $1.64 per share for 2006.
Our student loan assets were $26.7 billion, an increase of $2.9 billion or 12 percent year-over-year and our shareholders equity topped $608 million at year-end.
As we look back at 2007, Nelnet has been very successful in the execution of our key business strategies and diversification of revenues but has also faced significant challenges in terms of market and industry conditions.
As we look forward to 2008 with the change in legislation, disruption in the capital markets and reduced economics related to new FFELP loans, asset generation and asset growth will no longer be key drivers or measures of our success.
Before we get to funding, liquidity and the prospects for 2008, let's talk about the performance of our fee-based businesses and operating segments. Our fee-based revenues totaled $83.2 million for the quarter, an increase of $12.1 million or 17 percent compared to the same period a year ago.
For the year, fee-based revenues totaled nearly $312 million, an increase of $72 million or 30 percent. Fee-based revenues made up 65 percent of our total revenues for the fourth quarter at 56 percent of our total revenues for the year, a substantial increase from the 53 percent and 44 percent a year ago.
Importantly, our fee-based business segments contributed nearly 43 percent of our base net income during 2007 compared to 33 percent in 2006. For the year ended December 31st 2007, loan and guarantee servicing revenues from third parties totaled $128.1 million for an increase of $6.5 million or 5.3 percent compared to 2006.
We saw a pretty substantial increase in our guarantee outsourcing revenue in 2007 as compared to 2006 which all set a decline or run off in our third party FFELP loan servicing revenues. The change in legislation and capital markets will provide some challenges as well as opportunities in this segment as we move into 2008.
A repeal of the VFA agreements between the Department of Education and certain guarantee agencies could reduce our revenues by nearly $9 million in 2008 but we believe there will be some significant opportunities to increase our third party loan servicing revenues as some industry participants look to take advantage of our origination and servicing platforms allowing us to capitalize on our significant economy of scale in this area.
Our other fee-based revenues are generated from our Tuition Payment Plan and Campus Commerce segment as well as our Enrollment Services segment. These revenues increased $58.6 million during 2007 to nearly $161 million, an increase of more than 57 percent.

Our Tuition Payment Plan and Campus Commerce revenue totaled $42.7 million for 2007, an increase of $7.6 million or 21.6 percent compared to 2006. We continue to seek positive leveraging growth opportunities here.
After tax operating margins have improved each of the last three years and although this is a relatively mature market, we believe we have growth opportunities not only through new school clients but also growth in revenue opportunities from our existing client base.
Nelnet Enrollment Services includes our college preparation and planning services as well as our lead generation activities. Revenues increased $48 million or 86 percent during 2007. The acquisitions of Peterson's and CUnet have significantly expanded our product offering.
We believe we have some excellent opportunities to capture value here not only through integration, economy to scale and operating leverage but also through our school touch points, services provided and administrative capabilities allowing us to create value for our school clients. Excluding a onetime charge for impairment of intangible assets incurred during the third quarter, base net income contribution was roughly flat for 2007.
Although operating margins have contracted here over the last couple of years as we've built the business, we believe we have opportunities to take advantage of revenue growth and expense control in 2008 and beyond.
Our Software and Technical Services revenue increased $6.6 million during 2007 or 43 percent totaling $22.1 million for the year. During 2007, we were able to increase our after tax operating margin by capitalizing on our operating leverage. While we expect some potential softening of revenues in this area, should lenders exit the student loan business, we also see opportunities to work with lender and school clients to outsource their development and maintenance activities. In addition to our traditional education focus, we also see diversification opportunities outside the education finance and services areas with some new product development activities.
With the changes in legislation and capital market activities, we are proactively taking steps towards operating cost reduction specifically focused in the asset generation and related support areas.
Operating expenses excluding restructuring charges are (flat) compared to the third quarter and compared to the fourth quarter of last year. We're very pleased with our operating cost performance given a growth in our fee-based revenues. Through our restructuring efforts, we have reduced the cost related to our asset generation activities to a level that can be supported by economics of new loans provided we get some relief and stability related to our funding costs.
This brings us to a discussion of our lending activities, the related funding costs and funding capacity. As you are all aware, the legislation passed last year significantly reduced the yield on loans originated after October 1st of 2007.
At year end, we had less than $500 million of these loans on our balance sheet, or less than 2 percent of our total loan assets. The capital market disruption has put additional pressure on the economic viability of new loan originations, but before I talk about new loan originations, I want to spend some time talking about the portfolio of existing loans on our balance sheet.
We currently have $26.3 billion in par value of student loans on our balance at a carrying cost of 1.7 percent of unamortized premium. Roughly $18 billion or 70 percent of those loans are financed to term or matched to maturity with term ABS securities at very attractive fixed spreads to three month LIBOR. And since we don't use gain on sale accounting, we have a significant amount of unrealized value in these loans.

We estimate the future earnings and cash flow on this portfolio over its life will be in excess of $1.2 billion assuming it normalizes the historical spread between LIBOR and commercial paper.
Our highest priority is term financing or refinancing of loans in our short-term warehouse vehicle. The facility includes provisions requiring us to roll or refinance a portion of the loans annually. It also includes provisions that if we're unable to agree on renewal terms of the liquidity support, we can term out the facility through 2010 at a minimal step up in cost.
The facility includes an advanced rate provision subject to a valuation formula based on current term ABS market criteria. As ABS spreads have widened, advanced rates have been reduced for acquired equity support for the funded portfolio.
So our focus on refinancing is two fold: one, reduce the maturity mismatch in this portfolio; and two, reduce the volatility related to the equity support for our portfolio to the appropriate level for government guaranteed assets. We will be working to refinance or term out this portfolio over the very near term as well as continuing discussions related to the extension or renewal of the liquidity provisions.
The refinancing and/or renewal will come at a price. Our current cost related to the warehouse is less than 30 basis points over LIBOR. Historically, we had been able to achieve financing efficiency in the term market, refinancing the portfolio to achieve a reduction in funding cost.
Going forward, we know that will not be the case with the $7 billion portfolio. Costs are likely to increase 40 to 60 basis points either as a result of renewal or as a result of refinancing in the term ABS market.
The next obvious question relates to future loans and the availability of capacity and liquidity. Jeff indicated we're committed to our mission of helping families plan, prepare and pay for their education.
We've made significant investments in loan origination and delivered platforms and we have developed a broad array of services to help our school and student customers. We have $600 million in equity capital and access to a $750 million unsecured credit line.
Today, more than $400 million of that credit line remains undrawn and $200 million of the drawn amount is providing funding support for our warehouse portfolio of high quality government guaranteed assets.
We are positioning the company for the 2008/2009 lending year; however, Jeff also indicated that we will not generate volume for volume sake. If we cannot secure economically viable capacity for new loans, we will shift our efforts to other product and service lines including our fee-based origination of servicing activities to help our school and lender clients.
It is also important to note that because of our economies of scale and efficient operations, we have a greater ability to achieve those economically viable risk adjusted returns necessary for us to remain in the asset generation acquisition business long term as compared to other industry participants.

In summary, what are we doing related to our funding and capacity in 2008? We're going to refinance a significant portion of our warehouse portfolio at wider spreads relative to historical ABS levels and our warehouse funding cost if done under the current market conditions.
We will look to renew or renegotiate a new warehouse facility and extend the liquidity provisions on our existing facility. The cost will be substantially higher than historical levels but likely limited to a one year agreement giving the term ABS markets time to sell and recover.
We will use our equity and capital to support our warehouse and term ABS issuance maybe in the short term, to retain the accumulated value on our portfolio and we will continue to monitor the viability of new loan generation and acquisitions given the developing market conditions.
It is also important to note that we are in a seasonally driven slower origination period. If we do not see the appropriate signs of market correction prior to certain peak origination periods, we will take prudent steps to keep the company financially strong.
We have already taken steps to reduce our operating cost and we maintain the flexibility to dial-up or dial down loan production that brings us to our overall strategy, plan and performance objectives for 2008 and beyond. We will continue to execute our business plan focused on diversification.
We will continue to deploy our capital and resources to retain and generate value and we will be proactive in dealing with the very challenging and dynamic business and capital market environment related to the education finance portion of our business.
As we look specifically to 2008, it will be a year of volatility, continued transition, continued diversification and positioning. Accordingly, we are not going to provide definitive earnings guidance. We can tell you where we will focus our efforts in terms of the business dynamics in some of the areas that are sure to impact our performance namely we will not focus on funding assets on our balance sheet for 2008. At this point in time, we anticipate being active in the asset generation and acquisition area, but it is dependent upon our ability to fund the asset profitably over the long term and secure reasonable risk adjusted returns. We expect our spread to contract typically as it relates to the roughly $7 billion of our portfolio currently funded in our short term warehouse vehicle. The extent and the impact is dependent upon the amount of loans we refinance, the stability of the term ABS markets and our ability to renew liquidity for our warehouse program. We expect opportunities to grow our third party servicing revenues and profit contributions. However, we expect new legislation to reduce guarantee outsourcing revenues by as much as $9 million in 2008. We expect continued growth and strong performance in our Tuition Payment and Campus Commerce segment. We expect continued opportunity for revenue growth in our Enrollment Services segments and we expect to improve our operating margins here taking advantage of integration and scale. And finally, we have undertaken steps to aggressively control our costs and we will continue to do so while balancing the need for innovation and investment and technological developments.
With that, I'll turn it back over to Jeff for closing comments and discuss what lies ahead for Nelnet.
Jeff Noordhoek: Thanks Terry. I'm going to take a few minutes to describe what we feel could be in store for the entire student loan market and particularly students and their families which is what really matters in this large, public policy debates.

We believe the combined effect of the College Cost Reduction Act passed in September coupled with the global credit crisis is already starting to affect students and will only worsen throughout 2008 if something does not change.
As all lenders are choosing where to invest their shrinking pool of available funds, the first to feel the effect will be the students attending higher default/low graduation rate schools.
You have heard us and each of our public competitors' state that we are pulling away from this market. As capital flowing into the broader student market continues to wither, our fear is that this could quickly roll into the for-profit education sector and the community college market where smaller loan balances and higher delinquencies and default equate to higher servicing costs and lower margins.
This would be a needless failure for our country, as thousands of people who have the opportunity to gain the most from education are served by these colleges. Ultimately, if something does not change, four-year college and graduate students will also start to feel the pinch as most banks and finance companies would be constrained in their ability to fund this growing amount of low margin assets on their balance sheets.
There are some people publicly stating that with the Direct Loan program will simply pick up the volume left by the FFELP program hunters. We think this strategy is very risky and it is our opinion the direct loan program does not have the infrastructure in place to more than double or triple in a short period of time without a massive disruption of service to schools and students.
In addition, total FFELP volume is expected to see over $500 billion in the next five years which, if funded under the Direct Loan program, would get added directly to our national debt.
The September 2007 legislation was designed to channel more grant aid to students which we all agree makes sense. What will not change is the reality that the growing cost of higher education will mean that most students will also continue to need loans.
Grants and loans go hand in hand. If the loan market is disrupted, there will not be students in place to benefit from grants. The good news is that it is not too late to head off this gathering storm, and the industry is actively discussing ideas with multiple constituencies on how to infuse liquidity into the student loan market to ensure that no interruption of access occurs as it never has in the over 40-year old history of the FFEL program.
I'm going to almost exactly quote my closing statements from our last quarterly call as they are so important to understanding our company. First, let me reiterate that these recent events will not change our mission in helping families plan, prepare and pay for their education.
Our core value, which includes our customer focus and our commitment to associates, remain unchanged as do core underpinnings of our business model. We remain committed to diversifying and increasing our fee based revenue streams and deploying capital efficiently, utilizing our scale and capacity to create efficiencies, and generating high quality assets when a proper return on investment can be achieved.

So what does lie ahead for Nelnet? Growing and diversifying fee based businesses will be the major driver of future shareholder value creation. These businesses will represent a substantially larger piece of our income stream and the majority of our bottom line. We believe they will ultimately fill the void created by the lower contribution from loan assets over the long term and add additional growth in the education space outside of FFELP to reduce political, credit, and interest rate risk. Revenue diversification will continue to make us stronger and the new products and services we add will create value to customers while creating a sustainable long term cash flows for our company. We see an ever increasing opportunity to expand our third party servicing, as other market participants look to piggyback our scale, efficiency, and world class servicing operations. Maintaining our relationships with our existing school customers in our target market is critically important. However, the market and how we approach the market has changed significantly. By way of example, in a typical year we were likely to receive approximately 40 lender list RFPs from colleges and universities. Since last September, we received response to over 500 RFPs. Asset generation will be in intensely focused on high quality, low default FFELP assets and maximizing their value by either balance sheeting new loans that meet our return targets or forward-flowing them to strategic third parties.
And finally, before we get your questions, I want to proactively address what we plan to do in terms of regulatory filings, earnings releases and investor outreach during 2008. We believe our public filings contain the information necessary to evaluate our performance and understand our business operations.
This is where we focus our public disclosure and transparency. We believe it is important information for our investors and should be reviewed and considered in conjunction with our comments and discussion.
Going forward, our quarterly calls will be scheduled after we have filed our 10k or 10Q. Mike, Terry and I will now take your questions.
Operator: Thank you, sir. The question and answer session will be conducted electronically if you would like to ask a question please do so by pressing the star key followed by the digit one on your telephone. If you are using a speakerphone please make sure your mute function is turned off to allow your signal to reach our equipment. Once again, that is star one to ask a question. We will pause for a few moments.
And our first question comes from Sameer Gokhale with KBW please go ahead.
Sameer Gokhale: Hi, good morning. I think you've mentioned that you were currently in discussion with certain constituencies about perhaps thinking of ways in which to inject liquidity into the funding market for student loans, which you will be able to discuss any specific proposals that you've submitted and perhaps who you might have spoken to or approached so far, I know Hank Paulson, the treasury secretary, has been approached by some lawmakers on this issue and I was wondering if you had pursued that line as well. Just want to hear your thoughts on this issue.
Jeff Noordhoek: Sure. This is Jeff, Sameer. What I would say is that the industry as a whole, many participants and industry trade groups, have approached multiple levels of government. That would be local, state and federal levels and all different types of agencies to have discussions about what is going on in the student loan market and what is going on in the capital markets and what it means for students and families in the United States.

So I would tell you that there have been multiple discussions at multiple levels across the government on this issue.
Sameer Gokhale: I mean is there anything more specific you can give us as far as proposals perhaps to have the government provide, you know, some sort of back stop liquidity support to the extent that ABS investors are kind of hesitating to invest in even government guaranteed ABS and maybe by providing that back stop liquidity you get more of these investors into the market.
I mean, is it along those lines or would you discuss specifically what kinds of ideas you've been thinking about.
Mike Dunlap: This is Mike Dunlap, going down the line of - if you look at some of the other market segments, like housing, you've got the federal home loan bank and the federal form credit system for the agriculture area, Jennie Mae, Fannie Mae, Freddie Mac in the mortgage sector.
Student loan sector did have direct access when Sallie Mae was a GSC to the Federal Financing Bank. So some of the discussions that we've had is, you know, should the Federal Home Loan Bank or the Federal Financing Bank be allowed to provide liquidity directly into student loan asset or asset backed securities with a number of different players in government. So that's just some of the different ideas that we've talked about.
Sameer Gokhale: That's terrific, that's very helpful color. The other thing I was wondering about is I think this warehouse facility that I think is due for renewal in May of this year. I think you've mentioned that if it weren't renewed it would become a termed facility and you've mentioned a modest step up in cost there. Would you be able to share with us what the incremental step up in cost on this facility would be if you were to just leave the assets in there and kind of term it out?
Mike Dunlap: Ten basis points.
Sameer Gokhale: Ten basis points compared to what you are doing now. OK. And the last thing I was curious about was on your fee based income, I know there is some commentary given when in Q4 your other fee based income there was a pretty big sequentially increase, was that pretty much all due to seasonality or was that one business in particular that was performing better than the others?
Mike Dunlap: It was primarily seasonality. You know, we've seen really solid growth in terms of our tuition payment, campus commerce segment as well as with the CUnet and Peterson's, our enrollment services had a good quarter as well as our lead generation activities, so -
Sameer Gokhale: OK, great thank you.
Operator: As a reminder, that is star one if you would like to ask a question or make a comment. And once again, that is star one if you'd like to ask a question and we'll pause for another moment.
And we have a question from Robert Kirkpatrick with Cardinal Capital; please go ahead.
Robert Kirkpatrick: Good morning, could you talk a little bit about where you are in your restructuring process with the one that was announced in January. Are you all the way through that at this point and can you give us some guidance as to where your cost structure is relative to that which you reported in the fourth quarter, please?

Terry Heimes: Sure Robert, this is Terry. We are largely through our restructuring process. As we exit some associates there will be carry over severance and other costs that will flow into the second quarter but we are largely through that in terms of our costs, structure, and run rate, we expect, as we announced previously, with the restructuring we would expect a cost saving in the $25 to $50 million range from a standpoint of our 2007 run rate perspective.
We would expect to start to see that in 2008 starting to take effect in the first quarter, however, with some of our carry over, we will see the main impact in the third quarter of 2008.
Robert Kirkpatrick: And what accounts - first of all, what's the 2007 run rate? Is that the rate of which you exited the year or is that the rate for the whole year?
Terry Heimes: We exited.
Robert Kirkpatrick: OK and contributes to a variation of $25 to $50 million or nearly a 100 percent swing in your assessment of the cost being saved.
Terry Heimes: It would somewhat depend upon the level of asset generation activities that we actually undertake in 2008.
Robert Kirkpatrick: OK. And could you go back to the point that you made during your prepared remarks about the loan portfolio having - if I wrote it down, right - $1.2 billion of future value and explain that in a little bit greater detail for us.
Terry Heimes : Sure this is Terry, we've got - of our $26 billion portfolio we have $17 and a half to $18 billion that is funded using the term market with fixed spread to 3 month LIBOR. When we run that out to the life of the portfolio, the cash flow and earnings generated on that portfolio over its life is in excess of $1.2 billion which would include the excess spread, the servicing revenue that we would largely generate for ourselves because we are servicing it, the administration releases from the trust estate that seems to be a, you know, a historical level or spread between commercial paper and LIBOR as well as, you know, certain prepayment rate, et cetera. The point that we wanted to make though is that we have that portfolio financed to term with very attractive spreads and we've locked in the value on that portfolio, and since we don't use gain on sale accounting, we're going to recognize that value over the life of that portfolio.
Robert Kirkpatrick: And what is the term that you have locked in? What's the average term of that, $1.2 billion?
Terry Heimes: Well, they vary by asset type, a substantial portion of those are consolidation loans and so they're going to have a very long - a long life, probably in the neighborhood of 10 to 20 years in terms of an average useful life.
Robert Kirkpatrick: And your equity market value today is a little less than that?
Terry Heimes: Yes.
Robert Kirkpatrick: Great. Thanks so much gentlemen I appreciate your time.
Terry Heimes: Thank you.
Operator: Again, that is star one if you'd like to ask a question. I would like to remind everyone that if you are on a speakerphone, make sure your mute function is disabled so your signal would reach our equipment. And once again that is star one.
And we have a question from Cyril Battini with Credit Suisse.

Cyril Battini: Thanks. Hi, good morning. I'm calling - my question has to do with your funding profile, if you could just maybe discuss what is coming due in 2008. I think you've talked about the 6.6 billion warehouse facility, which you plan to term out. And then I think there's 2.9 billion in option rate loans. How do you plan on refunding that given the current situation?
Terry Heimes: Sure. You're correct. We have about the 6.9 or 7 billion warehouse line, which, although it has a final maturity of May of 2010, the liquidity is renewed annually. And so that renewing in May of this year, that, we've got that as coming due this year. In addition, the auction rate is reset annually and those we are experiencing dislocation in the rates. However, I think it's also important to note that some of the loans in those financings have floor characteristics to them. So those are still economically viable trust estates. We are going to look to refinance those into an alternative source to reduce our funding cost there, but our first priority is to refinance our term, our short-term warehouse portfolio.
Cyril Battini: You're referring to the 6.6 billion?
Terry Heimes: Yes.
Cyril Battini: But even if you - but this, you can always term it out to 2010, right, if it can be refinanced?
Terry Heimes: We do have that option yes. We are trying to make sure that we put ourselves in the best, most flexible position as we move into 2008 and beyond.
Cyril Battini: And the 2.9 billion in auction rate funding, I mean what's plan B if you can't refinance that?
Male: Well, as I said, those have the ability to - you know, those are not coming due. They are just, they are resold...
Cyril Battini: Oh.
Terry Heimes: ... periodically, and we have the ability to leave those in the auction rate or variable rate demand note mode. It is just going to be more efficient for us to refinance those to the extent they can because they are currently earning at the max rate - they've gone to the max rates. So we want to refinance those to gain efficiency.
Cyril Battini: OK, I understand. So when are they coming due, those?
Terry Heimes: They have varying maturities. Most of them are probably going to be anywhere from 12 to 30 years.
Cyril Battini: OK, great. Thank you.
Operator: And we'll take our next question from Shane Wilson with QVT financial.
Shane Wilson: Hi. I was wondering, when you speak about increasing revenue from third party servicing if, you know, that's service basing your general assessment of the state of the market now? Or have you had sort of specific conversations with specific other, you know, industry participants?
Mike Dunlap: There's all kinds of different opportunities there that are popping up as people are looking at ways to become more efficient. They're looking at companies like ours that have the scale and efficiency to help them do things more efficiently. So we always have had a sales pipeline in our servicing area. That's increased significantly in the last three to six months as turmoil has kind of rocked the market.

Shane Wilson: OK, thanks.
Operator: And our next question comes from Charles Cascarilla with Cedar Hill.
Charles Cascarilla: Oh hey guys. I was wondering if you could just delineate a little bit better for me, or us, the derivatives you added in the quarter. Looks like you did - had some activity there - and what is hedged and what's not hedged and what the exposures are.
Terry Heimes: Sure. This is Terry. Let me start with some of the exposures that we were trying to hedge. As you may recall in - our assets are set off the average daily rate of the 90 day commercial paper. So our assets reset daily. The majority of our debt will reset every three months based off LIBOR. So in a rising rate environment, we benefit from our assets resetting daily and our debt resetting discreetly every 90 days.
When rates leveled out, we recognized that volatility and wanted to hedge against that in a declining rate environment, and so we added a total of about $24 billion in terms of hedges that are outlined in our K that come on in varying points in time, which hedge that average versus discreet difference in the reset provisions of our assets and our debt. So that's one of the risks that we've hedged and that we have benefited from in terms of the recent substantial decrease in rates ...
Charles Cascarilla: And so those are basis hedges?
Terry Heimes: Yes.
Charles Cascarilla: Right, OK.
Terry Heimes: The other area that we have undertaken hedging activity is we have a portion of our loans of about $3.5 billion that have the ability to earn variable rate floor income if rates drop substantially because they were reset last July. Rates have dropped substantially. We actually earned variable rate floor income to the extent that commercial paper would drop below about 4.9 percent. We have hedged or put on about $2 billion in hedges against that $3.5 billion portfolio, which lock in a rate of 4.18. So we have effectively locked in or hedged about 72 basis points of variable rate floor income on $2 billion of our portfolio that could be eligible.
We have an additional billion five to 2.4 billion that could be eligible for additional variable rate floor income because of T-bill, and T-bill rates or commercial paper rates that we will earn a spread on as rates drop. And we will earn variable rate floor income between the difference of about 4.8 to 4.9 percent and the commercial paper rate, which currently is running probably around three. So we have the ability to earn an additional 1.75 to 2 percent on that additional billion five of loans that are reset based on commercial paper.
We also have about 800 million of loans that have the ability to earn variable rate floor income that are reset off the T-bill. However, because we don't have really any debt that is matched or based off the treasury bill, while we earn variable rate floor income, we really don't receive the economic benefit of that because of the wide Ted spread. So that's the variable rate floor income component of it.
And then on the fixed rate income, we - or fixed rate floors - we have about $2 billion that is earning at the fixed borrower rate of about 7.5 percent. And we will have locked in, because of hedges, we've locked in about 120 basis points of fixed rate floor income on that $2 billion portfolio. $1 billion of it was earning at fixed rates at year end, and $1 billion was added after year end. Or an additional $1 billion converted to fixed rate after year end because of the continued decline in interest rates.

Charles Cascarilla: I got you. That's great. I appreciate it.
Operator: And our next question comes from Lance Ettus with Mortar Rock Capital Management.
Lance Ettus: I actually have a few questions. First, I know that you said that, you know, your locked in part of your portfolio is worth 1.2 billion. I was just wondering if you could comment on, you know, from what you're seeing out there whether the part that's not locked in, whether you could still sell those loans - I think you could still sell those loans at a slight premium to book value. So, in other words, you could sell them for, let's say, 1.005 or, you know, 50 basis points above at least.
Terry Heimes: Well obviously there is a substantial amount of disruption in the capital markets and the availability of capacity and liquidity has become challenging. I think it has become irrational in terms of the impact on the - what assets would be sold for. We still believe they have significant value, and we are looking to retain that value by terming out some of them out of our warehouse. But we will, we will continue to look for ways that we can capture that value, including potential sale.
Lance Ettus: OK. And I'm just - also if you could comment, one, on your service and business. What's been the growth there of the part, you know, your, that's not your assets? And, two, you mentioned diversification efforts before, you know, diversifying sort of outside the payment arena, which, if you could comment on, you know, what kind of products we should expect, you know, coming in the pipeline.
Terry Heimes: This is Terry. Let me first address the servicing. As we grew our portfolio, historically, we have been able to grow our assets on our balance sheet some. And through consolidation, we actually saw a run off in our third party servicing portfolio. So that has been actually declining over recent years because of the consolidation as well as our focus on growth of assets on our balance sheet.
With the reduced consolidation impact and the reduced economics and people looking for efficiencies, as Mike indicated, we see some opportunities to add some additional lenders and also grow - for lenders to grow our third party servicing going forward. So while that has historically seen a decline or run off, we see some opportunity to grow that going forward.
And then your other question on diversification, can you repeat that?
Lance Ettus: Just you commented before that you're looking to diversify sort of outside the core sort of payment products, you know, in your other fee businesses. If you could just comment on that, you know, what, you know, a little more specific there if you could.
Terry Heimes: I mean one of the areas that we've seen opportunities here has been our, in our software and technical services area. And we've been able to develop products that really have appeal to constituencies outside of schools and students. And we've been able to start to develop a market in that area.
Right now it's really immaterial in terms of the overall contribution, but we see opportunities to continue to diversify specifically in the software and technical areas outside.
In addition, we also see opportunities to continue to diversity the product and service offered under our Nelnet enrollment services area by example. Where traditionally that has been focused on planning and preparation as well as lead generation, with lead generation taking the lion's share of the activity there. We see opportunities to expand the product service offering to schools and students outside of that as we move forward.

Lance Ettus: Yes, thank you.
Operator: And we have a follow up question from Sameer Gokhale with KBW.
Sameer Gokhale: Hi. Just actually a couple of quick follows up. You know, on that, on that warehouse facility and the $6.6 billion of loans in there, assuming that facility isn't renewed, as those loans pay down, does that create additional capacity back up to the 6.6 billion or is that just basically fully amortizing then at that point in time? I just wanted to kind of get some more detail on that.
Jeff Noordhoek: If we were to term the facility with the providers, it would just amortize down.
Sameer Gokhale: OK. And then the other question I had was in that portfolio where you talked about the future cash flows. You know, I'm assuming that doesn't take into account any of the operating cost associated with servicing that portfolio. So if one were to try to do an NPV on that piece of the portfolio, you know, what would you envision your op ex would be if you were to just do a minimal amount of servicing on that and you cut out all the infrastructure related to the origination part of that business? I mean how should we think about it from an NPV perspective if we're thinking of valuing that whole earning stream?
Terry Heimes: Well the - on that earning stream the largest portion is going to be the net spread. And the servicing is provided out of the cash flow that's there. Our servicing is done, you know, one of the developments or one of the things that we've been able to develop is a significant amount of scale. So our cost is very efficient in that regard. As it relates to - there's a lot of different factors that could come into the net present value. Our focus was to make sure that we provided guidance on the amount that would flow off of that portfolio to demonstrate the value that's there.
Sameer Gokhale: Well let me see if I can ask the question another way. I mean if I were just trying to value within run off, so you don't leverage off of the scale of new loans that you might add on there and service those, if you were just going to run the portfolio off, you know, your op ex ratio right now - I don't know if in the current quarter, just related to that business, if it was about 80 basis points or so - I don't know if that sounds reasonable - but if you were just to do a minimal amount of servicing on that portfolio, cut out all the origination costs, et cetera, perhaps that would be 40 basis points of expenses you are left with in a burn down scenario where you are just running the portfolio off. I mean is that the way I should be thinking about it, you know, not taking into account - not assuming growth in the business, but just assuming a run down burn off analysis from an NPV perspective? Do those numbers make sense?
Terry Heimes: You're still high in terms of the true cost associated with a runoff scenario. Again, a substantial portion of those are high balance consolidation loans. So our servicing cost, true marginal incremental servicing cost is going to be very low, substantially less than the 40 basis points that you referenced.
Sameer Gokhale: And how about the all in costs of that portfolio? Would it be lower than 40 basis points, not looking in marginal again because just assuming a run off for the portfolio? So the servicing of that existing portfolio with the cost that I should assume, should that be 40 basis points or, you know, all in, including your fixed cost infrastructure, et cetera?
Terry Heimes: No, it will be less than that ...
Sameer Gokhale: OK.

Terry Heimes: ... the key though is our ability to manage our fixed cost infrastructure as our - is how we continue to grow our fee based businesses, the opportunities that are provided to continue to focus on the growth of our servicing business, the ability to expand our enrollment services areas, the ability to continue to grow our tuition payment campus commerce, so all of those play into our ability to manage our fixed cost infrastructure.
Sameer Gokhale: OK, thanks Terry.
Operator: And there are no further questions at this time. I would like to turn the conference back over to our speakers for any additional or closing remarks.
Jeff Noordhoek: We have diversified our revenues and reduced our reliance on net interest margin and government fund programs. We have established viable entry points for school and lender customers. We have developed significant economies of scale in our loan servicing and tuition payment plan operations and are developing similar economies of scale in our enrollment services areas.
We have accessed the necessary capital to expand our business in profitable areas. We have the management expert experience and expertise to take advantage of business opportunities, and we have demonstrated the ability to execute on our business plan and strategies in challenging times.
And we want to thank you for participating on our call. Have a great day.
Operator: And that concludes today's teleconference. Thank you for your participation. Have a good day.
END

